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INTRODUCTION 



We use the concept "marketable surplus" in 
two senses : (1) surpluses of foodgrains of the farm 
sector for use by the non-producing population, 
(2) surpluses of foodgrains of the agricultural sector for 
use by the non-agricultural population. The non-produc- 
ing population includes besides the non-agricultural 
population, the labour population within agriculture. The 
non-agricultural sector comprises the non-agricultural 
population of both the urban and the rural areas. The 
dilemmas relate to the hard policy options relating to 
the quantum of marketable surplus as well as its price. 
Though an adequate rate o'f growth of foodgrains is the 
only long-run solution to these problems, in the short- 
run, fluctuations around a low rate of growth cause 
serious dilemmas. 

The dilemmas are faced in several areas, viz., 
(1) price policy, (2) land reform, (3) trade policy, 
(4) inter-regional allocation of investments within 
agriculture, and (5) choice of marketing systems. This 
monograph deals with hard choices in relation to price 
policy and choice of marketing systems. 

In the area of price policy, the dilemmas relate to : 

(1) Protection of the real income of the consumers 
versus price incentives to agricultural growth. The 
dilemmas are serious (a) when foodgrains form the 
bulk of the consumption, (b) market dependence is 
large and grows over time, (c) fiscal subsidies to consu- 
mers are an intolerable strain on public resources, 
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(d) marketed surplus and production have a positive 
price elasticity. 

(2) Favourable terms of trade of foodgrains and 
possible long-run incentives to agricultural growth 
versus (a) considerations of impact of rise in the price 
of wage goods on cost-structure of the economy both 
agriculture and non-agriculture, (b) shift in incomes 
from non-agriculture to agriculture and the adverse 
effects on the domestic rate of saving and on overall 
rate of growth of the economy. 

(3) Private efficiency and free trade versus con- 
sideration of inter-regional as well as inter-personal 
equity in relation to availability of the basic require- 
ments of life. 

(4) Free market with minimum of social control 
versus planned non-capitalist integration of agricultural 
markets to achieve stably prices and growth through 
partial or complete socialization. 

(5) High cost investment in agriculture versus lower 
availability of resources for capital goods within non- 
agriculture and greater inequality within the agricultu- 
raj. sector. 

The rst section is mainly introductory and deals 
with the nature of dilemmas, the variety of meanings 
that are attached to concept of marketable surplus, 
shifts in demand for and supply of marketed surplus. 
Facts relating to distribution over marketed surplus of 
foodgrains and growing market dependence a seen 
from a number of case studies are reviewed in Section 
2. Time pattern of market arrivals and changes 
in these are also examined for indirect evidence on 
shifts in control over marketed surplus. Supply res- 
ponse studies are reviewed in Section 4. These two 
sections together seek to present the data available to 
judge the nature of the dilemma in relation to number 
(1), viz., protection of the real income of the consumers 
versus price incentives to agricultural growth. 

Facts relating to rising prices of foodgrains, terms 
of^ trade, and domestic saving are presented in Section 3 
and Section 5. The period, 1965-66 onwards, is distin- 
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guished from the period 1952-53 to 1964-65, in which 
there was no perceptible shift in terms of trade of 
foodgrains either way. These sections together seek to 
throw light on the second dilemma stated above. 

Issues relating to (3), (4), and (5) are discussed in 
Section 6. Besides other studies, the Reports of the 
Agricultural Prices Commission are used to clarify the 
nature of the debate. 

The essence of the argument that comes out of an 
examination of the nature of dilemmas is presented in 
the summary and conclusions. 



I. NATURE OF DILEMMAS 



1.1. Dualistic Models and Dilemmas of Marketable 
Surplus : 

Early literature on growth models of the Harrod- 
Domar heritage, as well as the dualistic models, mini- 
mised the difficult questions relating to marketed sur- 
plus of foodgrains though literature with a bearing on 
development policy reveal deep concern with these. 
Growth models of Harrod-Domar heritage ignore the 
wage-goods constraint. Early dualistic literature assum- 
ed away the problems of mobilisation of marketed sur- 
plus from agriculture to non-agricultural sector paying 
little attention to elasticities of demand for and supply 
of food, to the institutional framework of agriculture, 
to supply price of labour, to capacity of the government 
to maintain the level of savings and to rates of popu- 
lation growth. Recent literature focuses attention on 
these problems. Hornby (1968) 1 raises the dilemmias in 
acquisition of foodgrains from the agricultural sector. 
Compulsion either through heavy taxes on land or col- 
lectivisation accompanied by compulsory food purchases 
could be alternatives to free exchange of consumer 
goods for food in the market. The former creates pro- 
duction disincentives and raises complex problems of 
institutional changes. The latter raises difficult ques- 
tions relating to pricing of consumer goods. The pea- 
sant could be induced to part with more foodgrains, 
when consumer goods are priced low. But this means 
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diversion of resources from capital to consumer goods 
and low rate of capital formation. If consumer goods 
are priced high through taxation, the peasant may not 
be encouraged to bring adequate foodgrains to the mar- 
ket. There are also effects on aggregate saving as a re- 
sult of inter -sectoral shifts in incomes which need to 
be reckoned with. Those concerned with policy face a 
dilemma. Appropriate policies depend upon the level 
of price and income elasticities of demand for and sup- 
ply of food. Zarembka (1970) 2 allows for non-zero in- 
come and price elasticities of demand for food and 
points to the need for policy in relation to (a) technical 
improvements in agriculture and (b) rate of growth of 
population since the marketable surplus problem is 
found to be basically a confluence of slow technical im- 
provements in agriculture, a high population growth 
rate and a high income elasticity of demand for food. 
Dixit (1969) 3 points out the unique problems faced by 
mixed economies as distinguished from socialist econo- 
mies in which the planner is required to respect the 
individual demand functions in influencing the quan- 
tity of food available for the industrial sector. Obtain- 
ing more food on the market requires a high purchrre 
price. Keeping the wage bill low requires a low pur- 
chase price. The dilemma in relation to price policy 
pushes government to opt for monopoly purchase. 
Monopoly purchase is facilitated by reducing the num- 
ber of points of transfer through collectives in socialist 
economy and police power of the state needs to be 
combined with monopoly, to prevent the diversion from 
organised markets in other situations. Monopoly in 
foodgrains combined with compulsion may lead to 
shifts away from foodgrains and long-run problems get 
compounded, Higher capital intensity may reduce the 
need for shifts of marketed surplus provided real v/c-ge 
is neutral to choice of techniques and labour unem- 
ployed as a consequence of this is in no position to gain 
support for subsidised consumption and cont : nues to 
share the family pot. But higher capital intensity, if it 
results- in higher capital-output ratio reduces the rate 
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of, growth over time for any given savings ratio (Anne 
Rrueger, 1962). 4 The dynamic policy of investment in 
agriculture is not without its dilemmas. Agriculture, in 
the absence of technological change, is subject to dimi- 
nishing returns, and capital forms which require foreign 
exchange are normally exceedingly scarce and have par- 
ticularly high opportunity costs (Mellor, 1966, 1974) 5 
and moreover that so much of agro-investment is of 
social overhead character that it is not possible to ex- 
tract its full cost from 1 the farmer (Dixit, 1969). Fur- 
ther in economies in which owner-investor, saving-user 
and .self -employers' sector is large (Kurien, 1968) 7 and 
state sector finds it difficult to raise the level of savings 
through generation of its own surpluses or through tax 
mechanism, the location of industrial projects and the 
choice of techniques have a bearing on the quantum of 
shifts of marketed surplus. 

1.2. Dilemmas : Need for Empirical Facts : 

The question of marketable surplus poses several 
dilemmas in the area of : (1) price policy, (2) land re- 
form, (3) trade policy, (4) inter-regional investments 
within agriculture, (5) private trade versus socialisa- 
tion, partial or complete. 

High prices may act as incentives to more produc- 
tion, and may induce more marketable surplus But 
they raise the cost of foodgrains and therefore the cost 
of wage goods, stimulate inflation and reduce the rate 
of growth. They shift income to those who have mar- 
ketable surplus, from urban to rural, from industrial 
to agricultural entrepreneurs, from urban and salaried 
workers to big landlords- Low prices have opposite 
effects. The adverse or favourable effects Ojn distribu- 
tion of incomes depend upon the (a) distribution of 
marketed surplus among different strata of cultivators, 
(b) relative income positioii of cultivators vis-a-vis the 
non-cultivators, and (c) relative income position of non- 
cultivator, rural vis-a-vis non-cultivator, urban. 

Large-sized holdings are likely to have higher mar- 
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ginal propensity to sell and thus induce more marketed 
surplus to the non-agricultural sector. But they also in- 
duce more demand pressures from the rural non-culti- 
vating population which grows in numbers due to dis- 
possession of small cultivators. Further, they do not 
promote redistribution with growth. Small-sized hold- 
ings have opposite effects in relation to marketable sur- 
plus, contribute to reduced pressures on marketable 
surplus, but they are likely to reduce the supplies of 
marketable surplus. 

Imports at concessional rates act as a substitute for 
gaps in domestic supplies, help build up buffer stocrfj, 
contribute to more options to the government in mani- 
pulating price policy. But they blunt the signals of 
developing domestic scarcities, lead to complacency, 
augment the difficulties of marketable surplus in the 
long-run by depressing domestic prices and, if at com- 
mercial rates, drain the scarce foreign exchange. Self- 
reliance saves foreign exchange but requires tough poli- 
tical action during periods of scarcities. 

Private trade in foodgrains, under conditions c'i 
competition, may be efficient in shifting marketable 
surplus from the producer to the consumer under con- 
ditions of normal supplies. But it works havoc under 
conditions of even marginal scarcity by pushing up 
prices abnormally. Socialised trade gives an opportunity 
to counter the speculative forces in the market, alters 
the character of integration, gives opportunities for in- 
tegrating marketing with credit for production, and 
enables trade surplus to be channelled into socially use- 
ful directions and helps the objective of redistribution 
with growth. 

An appreciation of the nature of these dilemmas 
requires knowledge of : 

(a) elasticities of demand for and supply of food- 
grains, 

(b) distribution of control over marketed surplus 
within the farm sector, and 

(c) economic status of the groups depending upon 
the market vis-a-vis those who sell. 
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1.3. Concept of Marketable Surplus : Need for Clarifi- 
cation : 

The concept of marketable surplus is used in a 
variety of senses and it is necessary to identify each 
one of these. 

Marketable surplus of the rural sector : This is the 
surplus of production left over the estimated require- 
ments of consumption of households within the rural 
sector and available for urban consumption. 

Marketable surplus of the agricultural sector : Ru- 
ral sector comprises of households engaged in agricul- 
ture as well as non-agriculture, and the latter depend 
upon the surpluses of the farm sector in the same man- 
ner as the urban sector. This is the surplus above the 
estimated requirements of consumption of the agricul- 
tural sector and is larger than the surplus of the rural 
sector. But the market dependence is also larger. 

Marketable surplus of the farm sector : The agri- 
cultural sector comprises of cultivators and labourers. 
It is the former that control the marketable surplus. 
The labourers may receive their payments in kind or 
cash. As shift takes place from kind to cash wages, the 
farm sector and agricultural sector become more dis- 
tinct, and agricultural labour begins to depend more 
and more upon the market. Marketable surplus of the 
[arm sector is larger than the marketable surplus of 
the agricultural sector, and so the market dependence, 
Marketed surplus of the farm sector: This refers 
to actual marketed quantity within any given time pe- 
riod by the cultivators. This may or may not be equiva- 
lent to marketable surplus depending upon (a) changes 
in inventories, (b) level of actual consumption as lUIIe- 
rent from estimated norms, (c) level of actual reten- 
tion for seed, feed, etc., as different from estimated, and 
(d) disposals in kind by way of kind wages, kind rents 
and kind payments to the artisan class, and (e) distress 
sales. Marketed surplus of the farm sector is sometimes 
used to refer to sales plus * all disposals in kind. 

The relevance of each one of these depends upon 
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the purpose in view. In inter-sectoral analysis of 
growth, the first two concepts are more relevant. In the 
analysis of problems of distribution in relation to 
marketable surplus, the concept of marketable surplus 
of farm 1 sector is more relevant. For short-term analysis 
of price response, the concept of marketed surplus may 
be found to be more useful. The concept of marketed 
surplus with reference to agriculture or rural areas, 
though useful for sectoral allocation, is of limited uti- 
lity for analysing the market behaviour of the culti- 
vator in relation to prices. The concept of marketable 
surplus of rural sector, though useful for certain me- 
asures of food administration, will have less relevance 
if rural sector could be the focal point of non-agricultu- 
ral growth. In the following analysis, the concept is used 
in two senses. When the analysis has reference to 
response of "the farmers" to prices, the concept refers 
to the marketed surplus of farm sector. In inter-sectoral 
analysis, the concept refers to marketable surplus of 
the agricultural sector. 

1.4. Shifts in Demand for and Supply of Marketed 
Surplus : 

Shifts in demand for and supply of marketed sur- 
plus may be distinguished from the movements along 
the curve. The major sources of shifts of demand are 
(1) growth of population, (2) growth in urbanisation,, 
(3) increase in income and changes in its distribution. 
Rate of growth of urbanisation is the major factor in 
increasing dependence upon the markets. But even when 
the rate of growth of urbanisation does not increase, 
changes in the structure of agricultural economy due 
to (1) the movements of tenants and small peasants into 
the ranks of landless labour, (2) the disappearance of 
kind payments to the artisan classes, (3) the shift from 
kind to cash rents and the restricted flow of kind via 
rents from the agricultural to non-agricultural sector, 
and (4) the shift from kind to cash wages, increase the 
dependence upon markets. In brief, the trend towards 
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monetisation within the rural sector and growth in 
xirbanisation are likely to shift the demand curve to the 
right. Increase in income and changes in its distribution 
in favour of those with higher income elasticity of de- 
mand will have similar effects. 

The major source of shift in supply of marketed 
surplus are supply shifts caused by technology within 
agriculture. Increasing monetisation of agriculture even 
in the absence of increased total supplies has the effect 
cf shifting supply of marketed supplies by augmenting 
the total marketed surplus through transfer of d's- 
posals in kind int6 the ttiaifeet.' 

In developing economies which do not experience 
the favourable effects of technology within agriculture 
the demand shifts of marketed surplus are likely to be 
at a greater rate than supply shifts creating upward 
pressures on the prices of foodgrains, though unantici- 
pated weather-induced shifts might occasionally cause 
price slump. 



II. NEGATIVE PRICE RESPONSE 

HYPOTHESIS, DISTRIBUTION OF 

MARKETED SURPLUS AND GROWING 

MARKET DEPENDENCE 



2.1. The Negative Price Response Hypothesis : 

The nature of response of marketed surplus to 
prices has much relevance to' the question of dilemmas 
of marketed surplus in relation to price policy. If price 
response were to be positive, the cultivator has to be 
offered a higher price to induce more marketed surplus, 
This poses a dilemma in relation to the cost of wage good 
in the industrial sector. But if marketed surplus res- 
ponds negatively to prices there is less of a dilemma. 
Lower prices help to reduce the cost of the wage good 
and at the same time induce more marketed surplus, of 
course, at the cost of welfare of the farmer. Mathur 
and Ezekiel (1961) 8 maintained that marketed surplus 
did not respond positively to prices in less monetised 
agriculture and in fact there were strong reasons to 
believe that the response was likely to be negative, 
This argument was based on the assumption that the 
farmers' cash requirements were fixed, and their own 
consumption was a residual. A further assumption was 
that farmers saved in kind and not in cash. Given these 
assumptions, and given a short-run situation in which 
the output was assumed to be fixed, it was easy to 
draw the conclusion that regulating prices at a lower 
level might after all induce not a lower but a higher 
quantum of marketed surplus. Khatkhate (1962), whose 
main interest was on the real effects of foreign surplus 

11 
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disposal in underdeveloped economies pushed the ana- 
lysis a step further by assuming that not only the 
marketable surplus responded negatively to prices, but 
even output response to prices was negligible. 9 In an 
economy characterised by subsistence farmers, prices 
do not exercise an influence on production since they 
are already producing to the maximum 1 capacity and 
marketed surplus responds negatively because of whai 
he calls "stinted consumption paradox." Though big 
farmers respond normally to price changes, the influ- 
ence of the small farms on production and marketed 
surplus was assumed to have an adverse effect on the 
total, A high price to the agriculturist was not only not 
helpful in inducing more marketed surplus but was 
considered to have adverse effects on the overall level of 
saving. Whatever helpful effects the price rise might 
have on savings in the agricultural sector it was likely 
to be more than offset by opposite changes in savings 
in the non-agricultural sector and as a result the aggre^ 
gate saving-income ratio might well decline. With a 
rise in agricultural prices relative to non-agricultural 
prices there will be a shift of income in favour of the 
agricultural sector where average propensity to save is 
smaller than in the urban sector. Furthermore, the 
price rise of agricultural goods tends to rise the wage- 
profit ratio in the industrial sector and lowers down 
the saving ratio and in the latter more than in propor- 
tion to the rise in the savings ratio in the agricultural 
sector. Dubey (1963) 10 questioned both the theoretical 
and empirical basis of the finding of Mathur and Eze- 
kiel. He cited evidence to show that peasant demand for 
urban goods was not fixed and expenditure elasticities 
for these were quite high. The thesis of low marginal 
propensity ;to save of the peasant was also questioned 
Dandekar (1964) 11 held that the Mathur-Ezekiel propo- 
sition is j not applicable to the small -farmers, because 
they have a net deficit and they purchase from the 
market Prices affect them not as producers but ts con- 
sumers. It does not apply to the big farmers because 
their income elasticity of demand for home produce is 
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likely to be zero. He held that there appeared to be 
little reason to suppose that relative prices, are any 
less relevant to the farm production and to the well 
being of farmers in the developing countries than 
they are known to be in developed countries, though 
one could debate what the level of farm prices relative 
to other prices should be. Krishnan (1965) 12 used the 
coefficients of price elasticity, income elasticity and 
proportion sold to derive the price elasticity of market- 
able surplus. He found it to be negative and '0.303. 
Krishnan concluded that the inverse relationship was 
likely to be in operation and the relationship could be 
derived independent of any assumption about farmers' 
monetary requirements and their saving habits. 

This debate brings to focus the need for know- 
ledge on (a) the contribution of subsistence cultivator 
to the marketed surplus, (b) the response of marketed 
surplus to production, and (c) the response of marketed 
surplus to prices. 

2.2. Studies on the Distribution of Marketed Surplus: 

One of the earliest studies using a wide range of 
sample "to identify and measure the effect of other 
factors which determine how much of the output of a 
subsistence crop will be taken to the market by diffe- 
rent families in a poor, partially monetised economy 
was by Raj Krishna (1965). i3 He used data collected by 
Agro-Economic Research Centres and the Punjab Board 
of Economic Enquiry . in the fifties and early sixties. 
Twenty-three samples drawn from eight states of India 
were analysed. All disposals other than family consum- 
ption were treated as marketed surplus and the surplus 
was related to the output of the year. The analysis does 
not show the distribution of surplus either by the size of 
holding or by size of output to judge the Relative im- 
portance of the subsistence cultivators in relation to 
their control over marketed surplus, but is useful in 
understanding the functional relationships between 
marketable surplus and output." The marketable surplus 
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function turned out to -be linear in the case of a majo- 
rity of the samples analysed with a negative inter cepl 
suggesting : 

(1) constant marginal propensity to sell over a 
wide range of output above the minimum subsistence. 

(2) average propensity to sell or the sale . ratio in- 
creases as output increases but at a decreasing rate. 

.. (3) elasticity of sales . with respect to output is 
pbsitive and high; 1.04 to 1.60 in respect of wheat and 
1.04 to. 1,36 for most rice samples. 

(4) marginal propensity to: sell .varied widely. bet- 
weri different regions ; more, .than, 0.80 in Putijab 
villages, around 0.50 in U.P. and: M.P. .villages, less 
than 0.50 in Mahareshtra and more than 0.90 in the 
Delta villages of Andhra and Madras. 

Out of the twenty-three samples tested for devia- 
tion from linearity, only six were found to show signi- 
ficant deviation. Very poor and very rich villages were 
found to show non-linear relationships. It is concluded 
that in non-linear zones in order to maximise the in- 
crease in marketable surplus, output growth should be 
fostered most in relatively large f arms ; and where the 
non-linear zones are extremely poor, this is a very un- 
pleasant implication. 

In linear zones, however, since marginal propensity 
to sell is neutral to the size of holding, it is best for 
the government to concentrate on inducing increases 
in farm output without any special discrimination in 
favour of sm'all or large farms. Raj Krishna's study is 
useful in bringing out the relationship between out- 
put and marketed surplus. The relationship is positive 
even at low levels of output. The linearity inference In 
most samples might- be due to the unique definition 
given to marketable surplus and needed further expla- 
nation. Though the cross-sectional study of Raj Krishna 
helped to throw light on the output elasticity of mar- 
keted surplus and inspired a hope of deriving price 
elasticity of marketed surplus, the task proved to be 
more difficult than originally imagined since the value 
of the price elasticity of home consumption of the culti- 
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vator was found difficult to compute. Raj Krishpa, who 
was quite enthusiastic about deriving price elasticity of 
marketable surplus in his earlier writings turned more 
skeptical about the value of price elasticity; of market 
supply. The difficulties relate to the definitional prob- 
lems of estimating income in a non-monetised peasant 
economy. In his later writing (Raj Krishna, 1967), 14 
Raj Krishna commented : 

In any case, measures of peasant income defined in 
alternative ways are. not accessible, and we do not 
know the measure of income with which the con- 
sumption of peasants is most closely correlated. In 
, short, we dp not have any reliable price-income 
and income-consumption relationships at the pre- 
sent time. Until these relationships can be clarified 
and ^estimated we cannot have even indirect esti- 
mates of the price elasticity of the marketed sup- 
ply of subsistence crops. Since the recent attempts 
(Krishna, 1962; Mubyarto, , 1965, ; Mangahas et al, 
1965) to generate such indirect estimates have not 
reckoned with the difficulties mentioned above, not 
much reliance can be placed on the results. 
His alternative of deriving price elasticity of mar- 
keted surplus as a product of output elasticity of mar- 
keted surplus and price elasticity of supply does not 
resolve the problem since this makes the assumption of 
zero income elasticity of consumption of home produce. 
A more recent study by Kalpana Bardhan (1970) 15 
makes use of the village survey data of Agricultural 
Economics Research Centre at the University of Delhi 
for twenty-seven villages of Punjab and Uttar Pradesh 
to analyse the short-run price elasticity of marketed 
surplus. The reference period for villages is not the 
same but the data were collected in most villages 
during the second plan period. A linear model was 
used to estimate the relationship between marketed 
surplus as a proportion of foodgrain production on one 
hand and other variables, viz., (1) foodgrain production 
per adult unit of the cultivating population, (2) average 
price of foodgrains, (3) value of production of commer- 
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cial crops per adult Unit of cultivating population, 
(4) average income of cultivators from sources other 
than the production of crops, and- (5) index of concen- 
tration of cultivated acreage in a village. The linear 
regression estimate of marketed proportion of produc- 
tion on grain production is positive and significant, on 
grain prices negative and significant. The variables 
with statistically significant influence on marketed pro- 
portion are production and price of foodgrains, and in 
some cases also the average income from milk produc- 
tion in a village and net disposal of foodgrains in the 
form of payments in kind as a proportion of production. 
The output elasticity of marketed surplus is estimated 
to be 1.8. The estimated value of price elasticity how- 
ever, is found to be 0.6, suggesting that though in the 
long run the problem of miarketed surplus could be 
resolved by increase in output, in tlie short run, a 
higher price, given the level of output, does not induce 
higher marketable surplus and a iow price policy need 
not necessarily go against short-run goal of augment- 
ing marketable surplus. The more interesting part of 
the study relates to the richer sub-sample of each of the 
villages. For this sample the cross-sectional j>rice elasti- 
city of marketable surplus, though negative, appeared 
to be smaller in magnitude and statistically less signi- 
ficant than in the case of the general sample. The likeli- 
hood of obtaining a negative price elasticity of market- 
ed surplus declines as the income elasticity of the 
demand for foodgrains and/or the importance of food- 
grains in total incomes of the farmer becomes smaller. 
The result that for the richer sub-sample the negative 
price elasticity of marketable surplus is less significant 
suggests that the land policy of .promoting growth on 
small farms may conflict with short-run objective of 
augmenting marketable surplus. 

2.3. Studies on Distribution of Marketed Surplus by 
Size r 

All-India studies on the distribution of marketed 
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surplus of foodgrains by size are not available for the 
recent period. Even for earlier period the only study 
of significance was by Dharm Narain (1961), 16 and this 
was for the period 1950-51. In this study marketed sur- 
plus refers to all agricultural commodities and not to 
foodgrains alone. However, the functional relationship 
between size and marketed surplus is interesting. Mar- 
keted surplus declines as the size of holding increases 
up to the size-class of 10 to 15 acres, but the proportion 
steadily increases thereafter. Dharm' Narain attributes 
this type of response to the phenomenon of distress 
sales among small farmers. If the relationship is pre- 
sumed to be applicable to foodgrains also an increase 
in the significance of middle and big farmers in their 
contribution to additional production should lead to in- 
crease in marketed surplus and vice-versa. We do not 
have all-India data to throw light on this. But we have 
a number of village studies conducted subsequent to 
the fifties which could be used as the basis for our 
judgement on the trends in the distribution of control 
over marketed surplus. Bhattacharjee (I960) 17 analysed 
the village survey data of six villages from the states 
of Bihar, Orissa and West Bengal. Small farmers were 
considered those holding less than two hectares. The 
data referred to the period 1955-56 and 1956-57. The 
small farmers contributed much less than one-fourth 
to the total marketed surplus of paddy. The behaviour 
of miarketed surplus in relation to' siz& ^as found to 
vary with the level of development of the village. In 
more backward villages, marketed surplus as a propor- 
tion of output was lower on bigger sized holdings since 
kind disposals were large while in the relatively better 
developed West Bengal villages marketed surplus as a 
proportion of output on biff&ef "f&f*a^ tended to increase 
sharply. Bhattacharjee compared the results of his study 
with the village data collected in West Bengal between 
1942-45 and concluded that the evidence is unmistak- 
able that between the early forties and the middle fif- 
ties there was a tremendous increase in the relative 
share of large farmers in the ittfketed surplus which 
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was accompanied by an almost 25 per cent decrease in 
the share of the small and nearly 16 per cent reduction 
in that of the medium farmers. A significant inference 
that he has drawn from this study is the decline in the 
phenomenon of distress sales and the growing import- 
ance of speculative and precautionary motives in influ- 
encing the quantities of physical supplies. Majid (1960) :f; 
analysed the data of six villages in Western U.P. and 
Punjab to examine the pattern of marketed surplus and 
factors which influence its extent and flow. The villages 
were classified into backward, medium and prosperous. 
A number of significant relationships were observed 
from the study. The proportion of sales to total produc- 
tion of food crops increased with increase in the size 
of cultivated holdings. The economy of households in 
the highest size-groups is highly market oriented. More 
than half of the total production is destined for the 
market. In the poor and backward villages, the varia- 
tions in the proportion of sales to total production 
between different size-groups is somewhat different. 
Sales are more in the lowest size-groups, less in the 
next two higher size-groups and again very much more 
in the highest size-groups. This may be indicative of 
distress sales in the smallest size-groups. Ramdayal's 
study of village (1963) 19 Sanoli in Saharanpur district 
leads to much firmer conclusions. The marketable sur- 
plus of cereals is concentrated in the hands of big culti- 
vators. This is so not only because a larger part of total 
production is accounted for by them but also because 
they sell a larger share of their produce than other 
cultivators. In the village under consideration, about 
one-half of the total output and about two-thirds of 
total sales of cereals are accounted for by about one- 
fourth of the cultivators. Ba the case of pulses, the con- 
centration of marketable surplus is even greater. Smiall 
cultivators are deficit in fpodgrains. They do sell some 
quantity of foodgrains produced by them. But these 
are in the nature of distress sales which are mdre than 
offset by .purchases of foo4gmias subsequently when 
they get money income from the sale of commercial 
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crops. Any increase in production by big holdings is 
likely to result in fairly corresponding increases in the 
marketing provided there is no "hoarding." Increased 
production by small farms will correspondingly reduce 
their dependence on purchase. Muthaiah (1964) 20 uses 
the data of the Agro-Economic Research Centre for 
Madhya Pradesh, collected during the period Jan- 
uary 1960 and March 1961. Six are in Kotah District 
(Rajasthan) and two from Madhya Pradesh. He defines 
marketed surplus as the actual sales and relates it to 
production plus kind receipts minus kind payments. 
Kind payments include the quantity used for seed, wage 
payments and rent. He shows how, relating marketed 
surplus 1 to output gives a distorted picture of the size- 
sale relationships. The quantity sold as a proportion o-f 
produce would be slightly inflated at the lower groups 
and appreciably deflated at the larger size-groups. But 
if one were to take the ratios associated with the gross 
output plus net receipts, a broadly uniform behaviour 
with proportion of sales increasing with size could be 
discerned. Unlike in wet or paddy regions, the small 
holdings and lower medium holdings in dry regions do 
not contribute a sizable proportion of the marketed 
surplus of wheat or jowar. More than half of the market- 
ed surplus could be procured from the large holders who 
number about a fourth of the total number of farmers. 
The evidence cited by Dandekar 21 is much more affir- 
mative with regard to the role of large holders in re- 
lation to marketed surplus. The data are from Farm 
Management Studies conducted in Akola and Amraoti 
districts during 1955-56 and 1956-57. In respect of 
wheat, jowar and cereals, those whose holdings were 
high enough to satisfy fully their needs for foodgrains 
formed only about 10 per cent of all farmers. But bet- 
ween themselves they controlled nearly 40 per cent of 
the area under foodgrains and accounted for nearly 60 
per cent of the marketed quantity of jowar. If far- 
mers between 30 and 50 acres are included under this 
category, the two classes together constituted less than 
25 per cent of all farmers but controlled over 60 per 
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cent of the area under foodgrains and over 80 per cent 
of the marketable quantities of jowar. Those with less 
than five acres formed 25 per cent of the total number 
of farmers. They reported no sale. On the contrary, 
they reported large purchases. Even those with five to 
fifteen acres reported net purchases. Parthasarathy and 
Subbarao (1964) 22 analysed the data for the paddy grow- 
ing Delta villages of the South. The villages are drawn 
from the Godavari, Krishna, Pennar and Cauvery Del- 
tas in the states of Andhra Pradesh and Madras and the 
survey data pertained to the period 1958-61. Culti- 
vators with less than a hectare accounted only for less 
than 10 per cent of the total marketed surplus (defined 
as sales to output) in five out of six villages. A positive 
relationship between the proportion marketed and size 
of land holding is noticed. The main conclusions of the 
study are as follows : 

(1) Marketed surplus is mainly concentrated in the 
hands of big and medium cultivators who form a mino- 
rity in number. The larger proportion of small and 
dwarf cultivators account for a small proportion of 
marketed surplus. 

(2) Commercialisation of agriculture in terms of 
changeover from kind to money wages is likely to in- 
crease the significance of big and medium cultivators in 
relation to marketed surplus. This also increases the 
demand for purchased grain in rural areas, 

(3) Marketed surplus shows a positive relation to 
' production and there is very little evidence to show 

that increase in production will not result in increase in 
marketed surplus as a consequence of demand for horrve 
produced grain. 

(4) On farms exceeding three hectares, marginal 
propensity to sell was found to vary from 0.68 to 0.81 
in the three villages studied. 

Vyas and Maharaja 23 presented the results for three 
commercially-oriented Gujarat villages and three sub- 
sistence-oriented Rajasthan village^. In the backward 
areas marketable surplus is less than in the forward 
areas. Marketable surplus in forward areas constituted 
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70 per cent, and in backward 49 per cent. Marketable 
surplus increased progressively with increase in size. 
Big farmers with gross produce of more than Rs. 4,000/- 
with 27 per cent of the area contributed 62 per cent of 
marketable surplus. The elasticity of marketable sur- 
plus with respect to production is greater than one and 
positive in respect of superior as well as coarse cereals. 

There are only a few studies for the period after 
the "Green Revolution" and in areas under its influence. 
These do suggest the decreasing importance of the 
small cultivator in relation to marketed surplus. Kah- 
lon and Vashiste (1968) 24 in a study of the factors 
governing the flow of marketable surplus of major crops 
in Ludhiana district found that more than 96 per cent 
of the contribution to marketed surplus of wheat came 
from cultivators producing 60 mds and above and 
from 10 acres and above farm size-group. Likewise, in 
case of maize, the cultivators with level of production 
higher than 60 mds contributed more than 79 per cent 
of the total marketed surplus. The percentage of wheat 
sales to quantity produced increased from 8.45 to 68.13 
and of maize sales from P-.32 IT* 70 82. Agarwal's study 
(1970) 25 of a U.P. village in Etawah District clarsifies the 
factors that affect marketed surplus broadly into two 
categories : (1) factors that affect the volume of produc- 
tion, (2) factors affecting consumption out of a given 
volume of production. In the village more than half of 
the cultivated land is owned by large cultivators who 
form 18 per cent of the total. They contribute 48 per 
cent of the total sales. The medium cultivators account- 
ing for 21 per cent of the total area contribute 34 per 
cent of the marketed surplus, and the small, who< form 
61 per cent, contribute only 18 per cent of the total 
marketed surplus. 

Bhargawa and Rastogi 26 present the results of a 
study in Burdwan district, West Bengal. Those with 
more than four hectares formed 12 per cent of the 
total paddy cultivators, 26 per cent of the total area 
and 50 per cent of the marketable surplus, while those 
with less than two hectares accounted for 55 per cent of 
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the number, 31 per cent of the area and only 12 per cent 
of marketed surplus. Marginal propensity to sell in- 
creased with size and is positively related to production. 
Similar results are noted by Ghosh and Mandal/ 17 

2.4. Distribution of Marketed Surplus of Foodgrains 
Over Space : 

If marketed surplus is found concentrated in the 
hands of large cultivators, its distribution over space is 
also skewed. One of the pioneering studies that sheds 
light on the question of distribution ol marketed sur- 
plus of foodgrains districtwise was by K. S. Rao (I960). 28 
He worked out the structure of surplus/deficit of 
cereals districtwise for the triennium 1955-58. Out of the 
307 districts studied, 12 districts came under "high 
surplus" group and 19 in the "medium surplus" group 
(surplus being defined as the excess of net production 
over the consumption requirements). The 12 districts 
in the high surplus group with only less than 8 per cent 
of the area, 11 per cent of the production and 6 per 
cent of consumption, contribute as much as 33 
per cent of the surplus coming from all the 
districts. In the medium surplus group there were 19 
districts with an area of 21 million acres and production 
of 5.5 million tonnes. The surplus contributed by these 
19 districts worked out to 27 percent of the total sur- 
plus of surplus districts. Altogether 31 districts with 18 
percent of the area and 23 percent of production gave 
rise to a surplus of 60 per cent of total available for 
distribution among deficit districts. The total deficit of 
the high deficit and medium deficit districts is of the 
order of 6.4 million tonnes, working out to roughly 70 
per cent of all deficit districts. Such districts are 48 in 
number and are the problem districts. The huge swing 
of the pendulum of available supplies from one year to 
another causes considerable fluctuation in market 
arrivals and creates distress in deficit districts in bad 
years. The study showed that even in the late fifties, 
marketed surplus was concentrated in less than 10 per 
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cent of the districts. Deficits were also concentrated in 
15 per cent of the total number of districts. The rest of 
the districts were in precarious balance. 

A recent study (Krishnaji, 1975) 29 on inter-regional 
disparities in per capita production and productivity of 
foodgrains throws some light on the effects of the new 
agricultural strategy in relation to the distribution of 
control over marketed surplus. Krishnaji soupht to cap- 
ture the spatial effects of the new technology by dis- 
aggregating states into smaller regions. He chose three 
periods, viz., 1950-53, 1960-63 and 1970-73, for his ana- 
lysis of inter-district differences in per capita produc- 
tion and productivity of foodgrains. The analysis is 
based on a random sample of thirty districts. Per capita 
production was 160.0 kgs. in 1950-53. It rose to 189.7 
in 1960-63 and 197.1 kgs. in 1970-73. But the inter- 
district coefficient of variation showed a continuous 
rise from 0.4631 in the first period to 0.4923 
and 0.5703 in the subsequent two periods. Regio- 
nal averages of per capita production showed that 
rice region recorded a decline in per capita pro- 
duction from 181.7 kgs. in 1960-63 to 165.7 kgs. in 
1970-73, while wheat region recorded an increase from 
277.0 kgs. to 329.7 kgs. in 1970-73. Changes In the land- 
man ratio have not favoured a reduction in inequalities 
in per capita production ; they worked rather in the 
opposite direction. We should expect a growing concen- 
tration in marketed surplus along with growing inter-- 
regional disparities in per capita production. 

Vyas and Bandyopadhyay 30 examine the state-wise 
net availability of foodgrains for two years, one a sur- 
plus year, 1971, and another a severe deficit year, 1966. 
Sharp differences in the per capita availability of food- 
grains are noticed in both the years, more in the sur- 
plus than in the deficit year. The coefficient of variation 
increased from 35.2 per cent in 1966 to 45.3 per cent. 
Trends in inter-state movement of focdgrams as well 
as the trends in the distribution of procured quantity 
suggest growing regional concentration in marketed 
surplus of f oodgfains. 
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2.3. High and Growing Importance of Market Depen- 
dence : 

One of the indirect indicators of I he 'ncreasnr> 
concentration of control over marketed surplus is the 
growing -importance of market dependence even among 
households comprising the agricultural sec cor. As long 
as the focus of studies on marketable surplus was en 
inter-sectoral flows, market dependence within the agri- 
cultural sector itself was not adequately recognised. 
The figures presented by Pranab Bardhan and Kalpana 
Bardhan 31 from various rounds of National Sample 
Survey are quite revealing. The cash-purchased quantity 
as a proportion of output varied between 49.32 per cent 
and 55.25 per cent of the total cereals and cereal sub- 
stitutes, though estimated marketable surplus of the 
agricultural sector as a whole had not been more than 
around 30 per cent. Cash-purchased consumption of 
agricultural population forms a substantial part of the 
total cash-purchased consumption of cereals. The 
National Sample Survey, Nineteenth Round, July 1964 - 
June 1965 32 which gives quantity of cash-purchased and 
consumption out of home-grown stock per person for 
a period of thirty days, by per capita expenditure 
class throws light on the extent of dependence on 
the market among the poorer groups in the rural areas, 
Those below the per capita monthly expenditure of 
E,s, 18/- depended for their cereal consumption mainly 
upon cash purchases though even in income groups 
above this level cash purchases are predominant. The 
Agricultural Prices Commission hi one of its Reports 33 
drew pointed attention to the phenomenon of growing 
market dependence. It draws particular attention to the 
data of the Eighteenth Round of National Sample Sur- 
vey (February 1963 to January 1964) pertaining to the 
states of Andhra Pradesh and Rajasthan for all rural 
households. The estimated market dependence was 53 
percent in Andhra Pradesh and 29 percent in Raja- 
sthan, In Andhra Pradesh for the producer households, 
market dependence varied from 15,5 per cent of total 
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consumption of foodgrains in the size-class of holdings 
of fifteen acres and above, to 58.7 per cent in the size- 
class of less than 2.5 acres. For the agricultural labour 
households having some land the corresponding percent- 
ages for these two size-classes were 14.4 and 81.0. The 
agricultural labour households without land were almost 
entirely dependent on the market for their consump- 
tion. In Rajasthan, for the producer households, market 
dependence formed 25.1 per cent of total consumption 
in the size-class of holdings of fifteen acres and above 
and 35.5 per cent in the smallest size-class of less than 
2.5 acres. For the agricultural labour households with 
some land the corresponding percentages were 16.9 and 
87.4. The agricultural labour households without land 
were dependent on the market for their requirements, 
to the extent of 74 per cent of total consumption. 

This high dependence on cash-purchased cereals 
even within the agricultural sector could be appre- 
ciated only against the background of (a) a significant 
proportion of hired labour within agriculture, (b) 
changes within the agrarian structure, (c) changes in 
modes of disposal resulting in a high degree of monct- 
isation, and (d) growing concentration of surpluses in 
select pockets. Studies analysing the farm management 
data 34 indicate significant proportion of hired labour 
days in the total labour days and varying between 30 
to 40 per cent. The occupational census of 1971 suggests 
that the number of cultivators and other workers (arti- 
sans, etc.) has decreased, while the number of agricul- 
tural labourers has significantly increased. Barring a 
few states, all states seem to have witnessed this deve- 
lopment (Vyas, 1975). 35 Of the paid out costs labour 
costs from the bulk. Rapid decline in tenancy and 
shifts from kind to cash rents are observed 
in areas under the influence of Green Revolution. 36 
Agricultural labour enquiries point to shift from kind 
to cash wages. According to the National Sample Sur- 
vey enquiry into the disposal of cereals by producer 
households in rural areas, payments in kind wages 
amounted to 10.21 per cent of the gross output of 
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cereals. 37 These data were collected for the year 1959-60 
and no similar enquiry has been undertaken for any 
later year. But it is known that the recent trend has 
been to substitute cash payment for payment in kind. 
This has been noticed by the National Commission on 
Agriculture also. Krishnan and Gulati (1975) 3a assume 
that kind wages as a proportion of gross output formed 
only 5 per cent in the mid-seventies as against 10 per 
cent in the late fifties. 

The high degree of dependence of the agricultural 
labour, in particular, on the market has not only income 
distribution implications but raises questions relating to 
the impact of high foodgrain prices on costs of the agri- 
cultural sector itself, particularly when wages are 
found to form a high proportion of the paid out costs 
and foodgrains form the bulk of wage goods. Since in 
most parts wages of agricultural labour are at subsis- 
tence levels, rise in prices of foodgrains induce rise in 
cash wages of agricultural labour even in the absence 
of trade unions, though with a lag. Thus a rise in price 
of foodgrains has a snowballing effect on the cost-struc- 
ture of agriculture itself. 

2.6. Indirect Evidence on the Growing Concentration of 
Control Over Marketed Surplus : Shifts in Tim^ 
Pattern of Market Arrivals : 

The concentration of marketed surplus in the hands 
of big cultivators should lead to a decline in the quan- 
tum of arrivals immediately after harvest. This infe- 
rence follows from the presumption that the big culti- 
vators have a better holding capicity because of (a) bet- 
ter liquidity and better storage facilities and (b) their 
gains from waiting are more than the cost of sto- 
rage. This hypothesis is sought to be tested by com- 
paring the time pattern of market arrivals recorded for 
the two years 1969-70 and 1970-71 with the corres- 
ponding figures provided by T. N. Krishnan (1965) 39 for 
1959-60 and 1960-61. Krishnan's study for the early six- 
ties shows that the market arrivals appeared to be con- 
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centrated around harvest time both in respect of rice 
and wheat and there did not appear to be a shift in time 
pattern of market arrivals and decline in distress sales. 
A comparison o-f time pattern of arrivals in 1969-70 
and 1970-71 with that obtaining in the early sixties 
does not show any perceptible changes in the time pat- 
tern both in respect of rice and wheat. Year to year 
variations in the time pattern appear more significant 
both in the early sixties and early seventies than trends 
in the time pattern of market arrivals. 

It should, however, be noted that indirect evidence 
drawn from data on market arrivals could be mislead- 
ing in drawing inferences on shifts in control over 
marketed surplus. Markets for rice are unorganised and 
only a small proportion of arrivals, around 2 million 
tonnes out of a total of around 13 to 15 million tonnes 
of marketed surplus of rice, flows into organised mar- 
kets. Arrivals of wheat into the organised market are 
much more significant. But even in this case the bulk 
of wheat arrives into the market around the harvest 
time, i.e., during April to June. The period of takeover 
of wholesale trade in wheat was an exception. Punjab 
and Haryana show much greater proportion of arrivals 
around the harvesting season than other states. No sig- 
nificant departures from the past trends could be ob- 
served. Year to year variations appear much more sig- 
nificant. But again it will be misleading to draw infe- 
rences regarding shifts in the control over marketed 
surplus from data on market arrivals of wheat also. 
The period is marked by government interference in 
the market and such interference has helped to raise 
the harvest price since the procurement operations 
around the harvest time have this effect. As a result one 
should expect the differences in seasonal prices to be 
narrowed down and this to have an effect on the time 
pattern of market arrivals. The pattern is not likely to 
change even if there were to be a shift in the control 
over marketed surplus towards the rich farmers. It is 
possible to draw valid inferences relating to shifts in 
control over marketed surplus in respect of a product 
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over which government operations had been minimal. 
Millets are better from this point of view, even though 
even here the fact that a much smaller percentage 
flows through organised channels makes valid inferences 
difficult. 

Time Pattern of Market Arrivals 

Jowar : All India 

(in percentages) 



Year 


October 
December 


January 
March 


April 
June 


July 
September 


1969-70 
1970-71 


29.24 
24.35 


35.96 
35.64 


20.15 
21.98 


14.65 
18.04 



Major harvest of jowar is between December- 
January. Compared to the position in wheat and rice, 
the percentage of late arrivals is more. Comparison of 
this position with the picture obtaining in 1959-60 and 
1060-6] should be interesting. But Krishnan does not 
present data for jowar or other millets for this period. 

2.7. Market Arrivals and Prices : 

Studies of functional relationship between prices 
and market arrivals are not many. The difficulties of 
such studies are also great Markets are unorganised 
particularly in respect of rice. Despite the importance 
of rice in consumption there are nc rice markets com- 
parable to wheat markets like Moga and Hapur in S^P 
and their influence on other distant markets. Moreover, 
the market arrival data has several limitations and is not 
comparable over time. The N. C. A. E. R. attempted a 
study for the period 1960-61 to 1964-65. 40 Market ar- 
rivals for selected market centres were related to 
average wholesale prices corresponding to them. A log- 
linear function was fitted to explain the quantum of 
market arrivals in relation to prices. For rice the re- 
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lalionship was found to be negative. But the estimated 
values of r 2 were very small suggesting that variations 
in prices explained very little of the variations in 
market arrivals. Even with regard to wheat and jowar 
prices were negatively correlated, the statistical re- 
lationship between prices and market arrivals was 
net strong. Though in most cases market arrivals and 
prices were negatively correlated, the statistical re- 
lationship was not significant. The N. C. A. E. R. study 
commented that in view of the statistically non-signifi- 
cant relationships found between prices and market 
arrivals of the selected foodgrains, one cannot be cate- 
gorical regarding the role of prices on the marketed 
supply of foodgrains in India. Not much reliance can 
be placed on the results obtained in the present study. 
The study only reveals that further research is needed 
for proper specification of the behaviour relationships 
and further data are required on the variables for test- 
ing the responsiveness of price changes of the marketed 
supplies of foodgrains. One should clearly bring in, in 
such an analysis the role of expectations of price move- 
ments on the quantities that are marketed by farmers. 

Studies with focus on short-term analysis of re- 
lationship between production and market arrivals 
show conflicting results. Dandekar cites evidence from 
the farm management studies of the same area for two 
years that market sales of jowar showed a positive re- 
lationship with production. Parthasarathy and Subbarao 
cite evidence from the repeat survey of Madigai village 
in Tan j ore delta that while production increased by 
27.7 per cent between 1956 and 1961, marketed quan- 
tity increased by 34.3 per cent. But the enquiries con- 
ducted into the pace and pattern of market arrivals by 
the Agro-Economic Research Centres in the various parts 
of India in July 1959 showed a different picture. The re- 
port on these enquiries noted growing price^conscious- 
ness of the producer combined with capacity to with- 
hold the produce. Market arrivals did not increase even 
though there was an increase in production, Chaudhri 41 
who sought to explain why the market arrivals of wheat 
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were lower in 1959-60 despite the fact that the wheat 
crop was better in 1958-59 as compared to 1957-58 com- 
mented : 

Under conditions of free competition where the 
psychology of the sellers and buyers is not artifi- 
cially influenced by extraneous factors, large pro- 
duction should be reflected in lower prices via lar- 
ger market arrivals. But in a mixed economy where 
a certain direction is given to the market forces, 
the simple law may not always work. The direc- 
tioning of the market forces may aim at regulating 
market supplies or consumption or both, particular- 
ly in the case of a commodity in short supply. But 
it produced its own reactions among the sellers and 
buyers and the effect of these reactions is at once 
reflected in the supply price position. In a mixed 
economy it would be necessary to go behind the 
data on market arrivals and prices and get at the 
factors influencing them. 

In Punjab, wheat production increased by 12 per 
cent in 1959-60 as compared to 1958-59, but market 
arrivals declined by 15 per cent. Higher prices in the 
beginning of purchasing seasons due to purchase opera- 
tions of the government (There was no statutory con- 
trol of prices, no requisitioning of stocks, no levy ; prices; 
were bid in the markets as usual and thereafter the- 
government would declare whether it would purchase 
at that price or not.) as well as purchases by roller flour 
mills until August 1959, when these purchases were- 
banned, led to expectations of still higher prices and re- 
sulted in slow arrivals of the grain to the markets. The 
ban on purchases of roller flour mills in August 1950, 
which cut off a bulk buyer, produced opposite reactions. 
The improvement noticed in the Punjab in the latter 
half of 1959-60 continued into 1960-61 in spite of the 
fact that the wheat crop harvested in the summer of 
1960 was lower by 6 per cent. But the drop did not lead 
to poor arrivals or higher prices. The signing in the first 
week of May 1960 of the Indo-XJ.S, Agreement for the 
import of 16 million tonnes of wheat and 1 million ton- 



NEGATIVE PRICE RESPONSE 31 

nes of rice had an effect on the pace of market arrivals 
and downward adjustments in market psychology. 

Krishna ji 42 contrasts the post- 19 68 period with 
1953-54 to 1956-57 to throw light on wheat price move- 
ments. In the middle fifties there was very little pro- 
curement and no support prices. Krishnaji relates price 
changes to (a) deficit, (b) support operations, and (c) 
large zones versus single state zones. His analysis shows 
that the impact of support prices on the harvest price 
is greater than the impact on off-seasonal price, thus 
contributing to stability at higher level. Relation of 
zonal restrictions in years of high production helped to 
lift up the level of prices in the surplus areas and pro- 
duced the effects similar to price support. 



III. MARKETABLE SURPLUS AND 
TERMS OF TRADE 



3.1. Time-Series Studies of Marketable Surplus : 

There are only a few time-series studies on mar- 
ketable surplus and its relationship to prices and pro- 
duction. Most of these relate to the period 1951-52 to 
1965-66. The definitions of marketable surplus vary and 
also the methodology of study. Tamarajakshi (1968, 
If, 7 1)' 3 takes the ex-post or the actual consumption of 
loodgrains of the non-agricultural sector (adjusted for 
imports and changes in stocks) as the effective market- 
able surplus of the domestic agricultural sector. The 
data on per capita consumption expenditure are got 
from the various rounds of National Sample Survey. 
Since the N.S.S. gives only urban/rural break down, 
the non-agricultural sector in the rural areas is assumed 
to have the same per capita expenditure as that ob- 
served for rural area as a whole, while the urban sector 
is assumed to comprise of non-agricultural sector only. 
Per capita consumption thus derived is multiplied with 
the urban population plus the non-agricultural popula- 
tion of the rural sector to arrive at an estimate of the 
total consumption expenditure in the non-agricultural 
sector for each of the years from 1951-52 to 1965-60. 
To arrive at the physical quantities of marketed sur- 
plus, the wholesale prices of four major foodgrains, viz., 
rice, wheat, jowar and gram, have been taken and weigh- 
ed by using the average production of foodgrains dur- 
ing the triennium 1963-64 to 1965-66. An ad hoc margin 

32 
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of 7 per cent on account of the retail margin is added. 
The price thus derived for each year is used to derive 
the physical quantities of consumption of the non- 
agricultural sector. The marketed surplus is derived by 
deducting the excess of government issue of foodgrains 
over the procurement on the assumption that the 
government issues" are wholly -distributed in the non- 
agricultural sector. Admittedly there are a number of 
unverified assumptions. t * 

During this period the output of foodgrains has 
grown at a rate of 2.4 per cent per annum while mar- 
keted surplus has expanded at an annual rate of 2.3 
per cent. As a result, the proportion of output marketed 
has shown a slight , decline over the fifteen years. 
Foodgrain prices have risen at an annual rate of 3.7 
per cent. The rate of increase in foodgrain prices has 
been higher than that of the prices of all agricultural 
products purchased by the non-agricultural sector for 
all uses (3.14 per cent). 

A log-linear function with index number of food- 
grain prices and index number of output of food- 
grains as the independent variables and the index num- 
ber of marketed surplus of foodgrains as the dependent 
variable has shown that a 1 per cent change in the 
foodgrain prices induces a 0.6 per cent change in the 
opposite direction. The output elasticity of marketed 
surplus is, however, found to be positive and around 
unity, i.e., 1.0126. Thus this study leads to the conclu- 
sion that high priced, instead, of inducing more marketed 
surplus may result in less and prices should be ex- 
pected to have favourable impact only via ; their output 
effects and the value of elasticity of supply of food- 
grains will be more important. A weakness of this 
study is that prices of foodgrains to which marketed 
surplus is related are absolute prices. 

Bardhan and Bardhan 44 also estimate the marketed 
surplus by using N.S.S. data. Time-series of estimates of 
marketed proportion of cereals from 1952-53 to 1964-65 
are constructed. The procedure of estimation is similar 
to that adopted by Tamarajakshi It seems that over the 
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thirteen-year period there has not been much of a 
trend in the marketed proportion of cereals output in 
India ; for anything there has been a mild declining 
trend in the marketed proportion of cereal output in 
India, particularly since the middle of the 1950s. This 
is despite the growth of cereal production at an annual 
compound rate of 2.7 per cent over this period. 

Bardhans fit a log-linear regression equation to 
explain the behaviour of the maHceted proportion of 
cereals output. Marketed proportion is related to 

(1) the price of cereals relative to manufactured con- 
sumables bought by the agricultural population [X a ] 

(2) the price of non-cereals relative to cereal [X 2 ] 
and (3) the non-price factor serving as a shifting para- 
meter in the production [X a J. Xj = 1.008 and X$ = 
0.0593 and both have the expected signs. But X 8 is 
negative and 1.475. This is explained in terms of (a) 
possibility of non-cereals growing at a faster rate, (b) 
high incomie elasticities of demand of rural consump- 
tion that generally exceed 0.6, and (c) inventory hold- 
ing on account of better storage facilities of improved 
liquidity situation. This study shows that under proper 
specification long-term price elasticity of marketed sur- 
plus is positive. It is the shift parameters that result in 
negative responses. 

3.2. Analysis of Foodgrain Prices : 

Foodgrain prices have been analysed by Ashok K. 
Dar 45 for the period 1949-50 to 1963-64 and cereal 
prices for the period 1952-53 to 1968-69 by Tamara- 
jakshi. 46 

Ashok K. Dar prefers the index of April prices to 
annual average prices. Variations in April prices ate 
explained by three variables : (a) the gap between esti- 
mated demand and supply in the year preceding April, 
(b) similar gap for the year before, and (c) money sup- 
ply. Demand is estimated by (a) taking the changes in 
real income, (b) income elasticity of demand, i.e., 0,5, a 
figure judged reasonable by Mellor and Lele on the 
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basis of N.S.S. studies, and (c) money supply. Supply is 
the domestic net production plus net imports plus 
change in government stocks. 

Until 1956 mioney supply was more or less constant 
in India. The differences in the real and money incomes 
were small and fluctuating. Between 1956 and 1960 
money supply showed gradual increases. In the period 
1960-65, money supply rose much more quickly. The 
study revealed that there was no indication of any type 
of trend movement in foodgrain prices. Real factors 
accounted for the basic up and down movement in 
prices with a low in 1954-55 and a high in 1951-52. The 
money supply factor resulted in a basic trend type of 
movement in food prices, with most of the fluctuations 
around this trend line. The effect of imports was to 
subdue the rise in prices in bad years. The price flexi- 
bility coefficients worked out by Dar from his estimates 
are as follows : 

Donuestic Aggregate 
Production Supply 
only Including 

Imports 

Price flexibility with respect to 
gap between demand and sup- 
ply 0.11 0.04 

Price flexibility with respect to 
money supply 0.45 0.53 

Price flexibility with respect to 
production/demand 1.87 1.83 



Tamarajakshi sought to explain the behaviour of 
cereal prices in the Indian economy for the period 
1952-53 to 1968-69. Since 1964-65 foodgrain prices have 
shown an abnormal rise starting with the drought years 
of 1966 and 1967. The time rates of growth of the index 
number of wholesale prices for each of the cereals was 
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as follows : 

Rice 5.10% 

Wheat 4.92% 

All cereals 5.26% 

All commodities 5.11% 

Rates of growth of availability of and demand for 
cereals were as follows : 

Availability Demand 

Rice 2.16% 2.54% 

Wheat 5.79% 3.00% 

Coarse Cereals 1.41% 2.40% 

The rate of growth of demand has been derived by 
taking into account (a) rate of growth of real incomes, 
(b) income elasticity of demand, and (c) rate of growth of 
population. During the period 1952-53 t6 1968-69, per 
capita income (at 1948-49 prices) had risen at a com- 
pound rate of 1.23 per cent per annum, while popula- 
tion had grown at an average rate of 2.1 per cent. The 
expenditure elasticities (i.e., quantity elasticities of de- 
mand for rice and wheat) are estimated to be 0.43 and 
0.85 respectively on the basis of N.S.S. data on consumer 
expenditure (Sixteenth Round). The income elasticities 
were Corked out to be 0.36 and 0.71 respectively. An 
estimate of the income elasticity of demand for coarse 
cereals was not available and hence y/as assumed to 
be 0.20. 

Actual price of each of the cereals in the marketing 
period is related to per capita availability of the cereal 
in question, per capita availability of competing cereals 
and per capita current income. 

The following price flexibility coefficients are de- 
rived from the regression estimates : 



Prices 

Rice Wheat of 
Prices Prices Coarse 

Grains 



Per capita avkilabiHty ~ " "~ ~ "" 

of nee -0.^183 -L0173 
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Per capita availability 

of wheat -0.4743 

Per capita availability of 

coarse grains -0.4104 -1.1519 

Per capita availability of 

wheat and coarse grains 0.3501 0.773 

Per capita income at cur- 
rent prices +1.1889 +1.5103 +1.3903 
The income effect on the prices of rice, wheat and 
coarse grains is more potent than the impact of own 
availability. Per capita availability of wheat has to in- 
crease by nearly 3.2 per cent to offset the rise in prices 
caused by a 1 per cent increase in current incomes. 

Both the studies show the dominant influence of 
money supply on prices of foodgrains. But what needs 
to be recognized is that changes in aggregate money 
supply are also influenced by price rise which is initial- 
ly pushed up by physical scarcities. 

3.3. Terms of Trade of Foodgrains : 

Ashok Dar (1968) studied the terms of trade of 
agricultural commodities for the period 1952-53 to 
1964-65. Two methods are employed to estimate the 
movement of domestic terms of trade for the period 
1952-53 to 1964-65. In the first method trend lines have 
been fitted separately to the data on prices for different 
commodities and then a comparison made of the rela- 
tive rates of growth in various prices. The second 
method comprised of directly estimating the trend in 
the relative prices by the application of non-parametric 
tests, Weighted average price trend for pulses and 
cereals suggests a growth rate of about 2.3 per cent per 
annum for foodgrains. Foodgrain prices are related io 
all non-fcodgrains and industry prices, The trends in 
the ratios of foodgrains to industry appears to show a 
slight trend movement against the prices of foodgrains 
during 1952-53 and 1964-65. The foodgrain/non-food- 
grain price ratios also show a secular trend. But the 
application of non-parametric test shows no positive or 
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negative trend. His judgement is that the terms of trade 
between foodgrains and industrial goods have large fluc- 
tuations with some indication of trend in favour of 
industrial goods. But as regards relative prices of agri- 
culture to industry the conclusion appeared to be that 
terms of trade between agriculture and industry have 
been slightly in favour of agriculture. The main reason 
for this movement is that the industrial raw material 
crops, which carry a heavy weight in the index as well 
as fruits and vegetables, milk and ghee, moved up in 
price much more rapidly than foodgrain prices. 

A more detailed examination of the domestic terms 
of trade was undertaken by Tamarajakshi (1969) for the 
period 1951-52 to 1965-66. The wholesale price indices 
for the period 1951-52 to 1965-66 for each of the com- 
modities bartered between agriculture and non-agricul- 
ture have been noted from the Economic Adviser's 
series of index numbers of wholesale prices and expres- 
sed with 1960-61 as the base year. Then using the 
actual value of the purchases of individual comlmodi- 
ties by each sector from the other sector in 1960-61 as 
weights, composite price indices have been formed to 
express : 

(1) Prices received by agriculture for (a) inter- 
mediate use, (b) final use, and (c) all uses ; 

(2) Prices paid by agriculture for (a) intermediate 
use, (b) final use, and (c) all uses. 

Using these indices, the net barter terms of trade 
have been estimated. Further, income terms of trade 
have been derived by correcting the barter terms of 
trade with actual exports. The annual rate of increase 
of various price series for the period studied by Tama- 
rajakshi were as follows : 

Rates of Growth of Price Indices 

Percentage 
Rate of Growth 

Prices Received by Agriculture : 
Prices of agricultural products 
purchased by non-agriculture for 
intermediate consumption 2J2 
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Prices of agricultural products 

purchased by non- agriculture for 

final consumption. 3.23 

Prices of agricultural products 

purchased by non-agriculture for 

all uses 3.14 

Prices Paid by Agriculture : 

Prices of non-agricultural products 
purchased by agriculture for inter- 
mediate consumption 3.01 
Prices of non-agricultural products 
purchased by agriculture for final 
consumption 2.57 
Prices of non-agricultural products 
purchased by agriculture for all uses 2.62 

Terms of Trade : 

Net barter terms of trade : inter- 
mediate products 0.025 
Net barter term's of trade : final 
products 0.65 
Net barter terms of trade : all 
products 0.51 
Income terms of trade of all products 3.40 

During this period marketed surplus of agriculture, 
as a whole at 1960-61 prices increased at the rate of 
2.90 per cent, while agricultural production increased 
at the rate of 2.74 per cent. It was noted earlier that 
marketed surplus of foodgrains increased at a lower 
rate than foodgrains. 

The net barter terms of trade for intermediate 
products shows almost negligible trend of increase. Rise 
in the terms of trade is noticed in terms of final pro- 
ducts. The mare marked improvement is in terms ot 
income terms of trade. Tamarajakshi does not show the 
termis of trade separately for foodgrains. But we saw 
from Dar's study that foodgrain prices rose at a rate of 
2.3 per cent per annum for more or less the same 
period. The price of non-agricultural products purchased 
by agriculture for intermediate consumption as well as 
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those purchased for final consumption rose at a much 
higher rate suggesting a slight deterioration in terms of 
trade of foodgrains during the period. 

Tamarajakshi's study also throws light on the grow- 
ing degree of inter-sectoral linkages and the increasing 
extent of monetisation. At current prices the marketed 
surplus of agricultural products to non-agriculture for in- 
termediate and final use increased from Rs. 2,227/- crores 
to Rs. 4,918/- crores. Even at constant prices (1960-61) 
the increase was from Rs. 2,341/~ crores in 1950-51 to 
Rs. 3,570/~ crores in 1964-65. While in 1951-52 the agri- 
cultural sector was marketing 39 per cent of its output, 
in 1965-66 this percentage rose to 44. Agriculture's 
purchase from non-agricultural sector rose from 
Rs. 2,976/- crores to Rs. 3,584/- at 1960-61 prices. There 
was also a shift, though marginal, in the weightage of 
non-agricultural inputs vis-a-vis non-agricultural com- 
modities for final use. In 1951-52 of the total expendi- 
ture on all non-agricultural products, agriculture spent 
89.84 per cent of these for final use. This percentage 
decreased to 88.27 in 1960-61. During this period 
more than half of the increase in the use of non- 
agricultural inputs in agriculture was due to the larger 
purchase of fertiliser and the introduction of new in- 
puts such as pesticides, insecticides, diesel oil and elec- 
tricity. Fertiliser purchases increased from Rs. 1.91 
crores in 1950-51 to Rs. 34.34 crores in 1960-61. The 
single largest item of agricultural purchase from the 
non-agricultural sector continued to be clothing. Non- 
food items had shown an insignificant increase indicat- 
ing a certain lack of momentum in the diversification 
of consumer demand. 

Professor Dantwala who made a critical study of 
the movement of agricultural and non-agricultural 
prices and the terms of trade concluded that by nncl 
large the movement in the prices of the agricultural and 
non-agricultural commodities have been on parallel 
lines. He also examined the information regarding the 
ratio of prices received to prices paid by the farmers 
for a few regions, for which the data are available for 
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Punjab, Assam, Kerala, Orissa and West Bengal and 
cautions against making use of this information with- 
out a detailed scrutiny of methods and techniques and 
in the construction of the index. But a firm judgement 
that could be drawn from the studies on terms of trade 
for the period up to 1965-66 is that (a) movement of 
terms of trade of foodgrains in relation to manufactures 
have been slightly unfavourable and (b) agricultural 
commodities as a whole slightly unfavourable. But 
there is no perceptible trend in movement, either fav- 
ourable or unfavourable. 

3.4. Terms of Trade of Foodgrains (Post - 1965-66 
Period) : 

The trends in the indices of the period up to 1964- 
65 present a sharp contrast to those since 1965-66. In 
fact, the period up to 1961-62 does not show any mark- 
ed upward shift in prices. During this decade there was 
a short cycle of a downward phase when prices fell 
down sharply followed by a recovery in the late fifties 
and early sixties. Prices displayed a sensitivity to 
weather-induced fluctuations in production, both in the 
upward and downward direction. The 1953-54 peak 
levels of production, followed only by slight reductions 
from these levels for two more years, 1954-55, 1955-56 
and restoration in 1956-57 brought forth their responses 
in prices with a sharp fall by around 25 per cent. The 
fall in foodgrain production in 1957-58 had its impact 
on prices. It brought back the prices to old levels. Dur- 
ing the latter periods investment expenditures have been 
much larger and money supplies have increased at fast- 
er rates. But foodgrain prices have been kept within 
modest levels by an expanding public distribution sys- 
tem supported mainly by imports on liberal terms and 
only marginally by internal procurements. The availa- 
bility of imports eased situation in the food front and 
pubic authorities were under no pressure to take hard 
options. 

In contrast, the prices of manufactures have shown 



42 MARKETABLE SURPLUS DILEMMAS 

far greater stability showing gradual rise even when 
foodgrain prices were witnessing a steep decline as in 
years 1954-55 and 1955-56, Domestic terms of trade 
shifted in favour of manufactures due to this distinctly 
different behaviour of prices in the two sectors up to 
middle fifties. Money wages remained more or less at 
constant levels. The late fifties showed a much faster 
rate of rise in the prices of manufactures. Thus, the 
domestic terms of trade recorded swings with move- 
ments sharply rising in favour of manufactures, when 
agricultural prices fall in response to spurts in produc- 
tion and recording a steep decline when agricultural 
prices rise sharply in favour of weather-induced fluc- 
tuations. There is no perceptible trend in the domestic 
terms of trade. Mellor notes "For India in the period 
1952-53 to 1964-65 there is no statistically significant 
evidence of movement one way o>r the other of relative 
prices of foodgrains and non-agricultural commodities." 

The post-1964-65 period points to a significant 
departure from the trends of "no movement'' one way 
or the other. The two drought years 1965-66 and 1966- 
67 pushed up the price levels of foodgrains to record 
heights. During this period foodgrain prices became less 
sensitive to upward movements in production, Recove- 
ries in foodgrain production at higher levels at best 
reduced the pace of growth of prices of foodgrains. 
Even record levels of foodgrain production as in 1970- 
71 did not produce effects similar to those noticed in 
the early fifties, as imports are brought to lower levels, 
Far higher money supplies, and deficit financing to 
meet the growing commitments of government, pushed 
up prices to record heights. Prices of manufactured 
commodities show a parallel movement but at a lower 
rate. The result is the period beginning with 1905-66 
reveals itself to be one in which the terms of trade of 
foodgrains continued to be at higher levels showing 
falls only when foodgrain production, and by implica- 
tion marketed surplus, showed a rise. 

The period after 1965-66 is found different from 
the period before in several respects. Rates of growth 
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of foodgrain production had been lower despite the fact 
the period was marked by Green Revolution since dur- 
ing the latter period production increases had to be 
mainly through increase in yields, and the higher level 
of yields observed in the latter period was not adequate 
to compensate for the lack of opportunities through 
more production by extensive cultivation. Average 
level of imports was higher in the latter period as com- 
pared to the earlier period since the two drought years 
were marked by unusually higher levels of imports, and 
imports had to be stepped up during 1972-73 and 1973- 
74 to compensate for lower production. But the major 
points of difference related to rate of growth of popu- 
lation and rates of urban growth. Rate of growth of 
population in the sixties was higher than that observed 
in the fifties. As a result, per capita availability of food- 
grains was lower in the post-1 965-66 period as com- 
pared to the earlier period. The average for 1965-66 to 
1973-74 was 442 grammes per day as compared to 448 
grammses for the earlier period. But even this compari- 
son is misleading because the per capita availability is 
pushed down by the very low figures of 1965-66 and 
1966-67. If these years are not considered, the per 
capita availability is not far different as compared to 
the earlier period. Then, it is to the other sources of 
differences that one has to look in order to explain the 
differences in the trends of terms of trade between the 
two periods. Rates of growth of urban population were 
significantly higher in the sixties. Besides, deficit financ- 
ing was on a much vaster scale and government con- 
sumption-expenditure increased at a faster rate. 

The result of the shift in terms of trade against 
manufactures in terms of foodgrains and also in rela- 
tion to industrial raw materials is the movement of in- 
comes in favour of agricultural sector. A comparison of 
the income shares of agriculture at constant and current 
prices for selected years in the fifties, sixties and seven- 
ties shows that the share of agriculture at current 
prices exceeded its share at constant prices suggesting 
that agriculture has been the recipient of benefits of 
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favourable domestic terms of trade. What is more signi- 
ficant is that the difference which was narrow in the 
fifties gets widened as we move into the seventies. 

3.5. Rate of Urbanisation and Pattern of Urbanisation 
as Factors in Generating Shifts in Demand for 
Marketed Surplus : 

The post-1965-66 period is found to be distinct 
in terms of (a) the rate of growth of population, (b) the 
rate of urbanisation and (c) pattern of urbanisation in 
a way likely to generate upward pressures on demand 
for marketed surplus. The growth rate of population as 
seen from the decennial census in 1961-71 is 2,5 per 
refugees, an effect of partition, into the towns. The 
increase in growth rate is primarily due to reduction 
in death rate, a tribute to the improving health and 
medical services. The 1941-51 period in India was rather 
unique in recording very high rate of growth of urban 
population compared to any decade either before or 
after. But this was primarily due to the influx of 
refugees, an effect of partition, into the towns. The 
rate of growth of urban, population was 3.4 in the decen- 
nium ending 1961 as compared to 1.9 per cent of the 
lural for the same period. Urbanisation proceeded 
faster in the succeeding decade, 3.8 per cent as against 
2.2 per cent of the rural. A more significant factor is 
the rate of growth of cities as compared to all towns. 
A detailed look at the data indicates that much of the 
growth of the urban population has taken place in the 
big cities and most of the small- and medium-sized 
towns have stagnated. 47 Of the total increase of 2,U) 
million in the urban population during 1961-71, the 
big cities accounted for 18.8 million or 63.0 per cent of 
the total urban growth. Urbanisation has been essen- 
tially a process of migration to the big cities while there 
has been stagnation of small towns. Steel cities like 
Jamshedpur, Durg, Bhilai, Durgapur, Rourkela, Bokaro 
and Bhadravati; Industrial cities like Surat, Baroda, 
Ludhiana, Ranchi, Kota and Ghaziabad ; and Port cities 
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like Cochin, Calcutta and Visakhapatnam grew at much 
higher rates between 1961-71. :t 

3.6. The Growth of Organised Sector : 

Still another factor that is relevant to an analysis 
of marketed surplus is the development of pressures 
en public authorities for organised distribution of the 
basic commiodity, foodgrains. As long as the population 
is wholly self-employed and is either directly on farms 
or indirectly attached to farms as unpaid family wor- 
kers, they produce their means of living. The movement 
into the urban sector is the starting point of the pres- 
sures on marketed surplus since urbanites have to pur- 
chase. But it is the organised sector within the urban 
areas that is more vocal about its needs and is likely 
to exercise more pressures on public authorities far 
proper arrangements for distribution of foodgrains. 
Within the organised sector, the bulk of them are in 
the public sector. The government as one which seeks 
to be a model employer feels obliged either to ensure 
availability of foodgrains either at reasonable prices or, 
in the event of a ' -rise in the price, compen- 
sate its employees with increased ittoney incomes so as 
to ensure that their standard of living does not fall. 
Policies of the government in relation to marketed sur- 
pluses cannot be , comprehended without an adequate 
appreciation of the new concerns of changes in the 
pattern of labour force. 

In March 1961, the total labour force in the 
organised sector in India (the data relate to non- 
agricultural establishments in the private sector em- 
ploying twenty-five or more workers) was 12.1 mil- 
lion. This was, of course, a small part of the total labour 
force, which at that time was 188.4 million and con- 
stituted only 6.4 per cent of the total labour force. But 
one has to recognise that governments seeking legiti- 
macy can hardly afford to ignore organised working 
force. Even in that year the public sector employed 7 
million or 58 per cent of the total labour force in the 
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organised sector. Since 1961 the labour force in the 
organised sector has grown at a rapid rate. In 1974 it 
stood at 19.4 million, recording a growth rate of 4.5 
per cent. The public sector employees formed 65 per 
cent of the total employees in the organised sector, 
though the share of the public sector in the labour force 
in the manufacturing industry is only around 20 per 
cent. It is the services, transport and communications 
which account for the bulk of the employees in the 
public sector. The fact to be noted is that in an eco- 
nomy in which the public sector accounts for the bulk 
of the employees in the organised sector, and most of 
them low income employees, the availability of food- 
grains and of its price are crucial The sixties with 
growing share of the organised sector in the total labour 
force and within the sector a growing share of govern- 
ment employees, witnessed not only shifts in demand 
for marketed surplus but also persisting pressures for 
supplies of foodgrains at fair prices. 

Thus the rate of growth of population, the rate of 
growth or urbanisation, the pattern of urbanisation and 
the changing composition of the labour force have all 
exercised greater pressures on the detnand for marketed 
surplus of the foodgrains, in the post- 1965-66 period as- 
compared to the earlier period. 

3.7. Rate of Growth of Output and its Variability: 

The major factor on the supply side in influencing 
the quantum of marketed surplus is the rate of growth 
of production. We examined earlier the attempts to 
estimate the relationship of market supply to output, 
Estimates based on elasticity of output of market sup- 
ply of wheat from cross-sectional studies were found to 
he between 1.04 and 1.60. Kalpana Bardhafc's study 
shows it to be even higher, u., 1.8. One reason for the 
difference is that marketed surplus in the time-series. 
studies is based on estimated consumption of non-agri- 
cultural population and they ignore traders' stocks Va- 
inability m Marketed surplus in response to fluctuation* 
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in production, is not fully reflected in the studies. How- 
ever, Tamarajakshi's series shows higher mean varia- 
tion in marketed surplus as compared to production 
series, though Bardhan's series shows only higher varia- 
tions on the negative side. 

What needs to be noted in a study of marketed 
surplus is not only the trend rate of growth but the 
variability in output which is likely to cause fluctua- 
tions in per capita availability and fluctuations in mar- 
keted supplies of a far higher order. The period from 
1965-66 to 1973-74 shows that three out of nine years 
were marked by fall in production, and in the first year 
of this period the fall was unprecedented. As a result 
the per capita availability of foodgrains fell down to 
408.1 grammes as compared to 480,1 during 1964-65, 
despite an unprecedented level of imports during 
this period. Since the crop of the succeeding year 
was only slightly better, per capita availability con- 
tinued to be low. It is these two years of very low 
per capita availability that pushed up the prices of 
foodgrains to new heights at which they continued des- 
pite the improvement in the per capita availability until 
they were pushed up again by another dip in per capita 
availability in 1972-73. Thus, low rates of growth of 
foodgrain production which were no higher than those 
seen in the earlier period, coupled with much greater 
variability in the downward direction have made the 
position in relation to marketed supplies more vulner- 
able. The safety valve of imports at concessional rates 
which was available in the first period and was accessi- 
ble even in the first half of the second period qould not 
be used. The result was an upward trend in the prices 
of foodgrains both in absolute and relative terms with 
the terms of trade shifting bpi favour of agriculture. 

The changing agrarian structure, to which we have 
referred earlier with its implications for increasing 
market dependence added to pressures on marketed 
surplus, 



IV. SUPPLY RESPONSE TO PRICE 



4.1. Price Elasticity of Supply (Acreage Response) : 

The cross-sectional; as well as time series studies, 
have shown that output elasticity of marketed surplus 
is positive and is likely to be more than unity. There- 
fore, in the long run the problem of marketed supply 
Is linked up with the problem of increasing supplies of 
foodgrain production at a rate commensurate with in- 
crease in demand. The role of prices in relation to sup- 
plies, therefore, becomes relevant. Supply response to 
prices could be high depending upon (a) response of 
input-use to relative prices, (b) output-input ratios and 
changes thereof, (c) degree of complementarity bet- 
ween inputs and of their availability, (d) availability of 
unused or under-used resources on -the farm, the state 
of use being low due to low remuneration to factors, A 
price rise may increase the rate of Remuneration to 
those who sell the crop and at a higher Income level 
marginal propensity to save and invest may be higher, 

Most of the supply response studies relate to acre- 
age responses. The pioneering studies of Raj Krishna 
show estimated elasticities for individual crops under 
foodgrains as follows : 48 

Rice India-Pakistan (Punjab) 1914-46 0,31 

Wheat India-Pakistan (Punjab) 1915-43 0.05 

Barley India-Pakistan (Punjab) 1914-46 0,39 

Millets India-Pakistan (Punjab) 1914-45 0.09 

Sorghum India-Pakistan (Punjab) 1914-43 OJ8 

48 
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Supply elasticities, though lower for those noticed 
for commercial crops, are found to be positive and com- 
parable to those observed in developed countries. For 
the period 1951-52 to 1964-65 the N.C.A.E.R. has esti- 
mated the supply (acreage) responses, 49 The basic model 
used is the Nerlovian adjustment model. Responsive- 
ness of area under rice to changes in rice prices have 
been studied for ten important rice growing states. The 
coefficient of rice variable in the regression equation 
has turned out to be positive in all the states. However, 
the price coefficient is significant at 5 per cent level 
only in two states, namely Andhra Pradesh and Madras. 
In these two states price elasticities of supply were as 
follows : 

Short-run Long-run 
Elasticity Elasticity 

Andhra Pradesh 0.3234 0.4043 

Madras 0.2364 0,4728 

The responsiveness of wheat has been studied for 
seven important wheat growing states. The sign af the 
coefficient of the price variable is positive in all seven 
states. However, these price coefficients are not statis- 
tically significant. In the case of jowar, the responsive- 
ness of the area of jowar to price is positive. But only 
in Madhya Pradesh, the coefficient of price turned out 
to be statistically significant at 5 per cent level. For 
gram, the responsiveness of the selected crops turned 
out to be negative in three out of the seven states. 

Several studies have analysed post-war Punjab's 
supply response. Kaul (19G7)' 150 estimated rice elasti- 
city to be F 0,24, that far barley to be 4-0.53, and 
for American cotton, a value of +0,29, while that for 
the Desi variety was a bit higher, -f 0,34* Together with 
D. S. Sidhu, J.L. Kaul reported (li)71) w for a slightly 
different time period similar elasticities for rice and 
Desi cotton and for wheat a value of about +0.08 on 
irrigated land and +0,25 for non-irrigated land, while 

(4) 
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groundnuts showed an elasticity between +0.51 to 
+ 0.78. In another study Maji, Jha and Venkataramanan 
(1971) 52 estimated the elasticity of rice to be between 
+ 0.11 and +0.32 and for wheat a value between +0.11 
and +0.67. Rajagopalan's estimate for Tamilnadu (Sup- 
ply Response for Irrigated Crops in Madras State, Uni- 
versity of Tennessee Ph.D. Dissertation, 1967) show 
elasticities of +0.11 for rice, +1.28 for cotton 
and +0.50 for groundnuts; John Thomas Cummings 
has recently (1975) 53 presented supply responses based 
on a cross-section of disaggregated data both at the 
state level and at the district level. No earlier study 
approached the present effort. In terms of crop districts, 
regressions were conducted for planted acreage in more 
than 550 cases, in addition to calculations made at the 
state level. The period of analysis in most cases is 
1950-67. Statewise supply . responses are presented for 
rice, wheat, barley, jute; cotton, groundnuts, sesame 
and tobacco. Rice and wheat show lower elasticities in 
most states as compared to other crops. Elasticities are 
positive in many cases. But what is more significant is 
the wide variation in the elasticity coefficients. The co- 
efficient for rice varies from 0.14 in the state of 
Kerala to +0.48 in the state of Andhra Pradesh. Except 
in Andhra Pradesh and the autumn crop in West Bengal, 
in most states the supply response is less than 0.09 in 
respect of rice. The western part of India, Gujarat and 
Maharashtra, show negative price responses. Wheat 
shows a higher price response than rice. Gujarat and 
Maharashtra which showed negative price responses in 
respect of rice showed not only positive responses but 
high responses, 0.93 and 0,24 respectively. Punjab shows 
a price response of only 0.10, one of the lowest res- 
ponses, but higher than that observed for rice. For rice 
Punjab's coefficient is only 0,03. Even in respect of 
wheat the variation in elasticity coefficient is from 0,02 
of Rajasthan to 0.93 of Gujarat. But Gujarat's case is 
an exception. The maximum, if Gujarat is not consi- 
dered, is only 0,24. It needs to be noted that the states 
which showed high rates of growth since 1965, namely 
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Punjab in the case of wheat and Tamilnadu and Kerala 
in respect of rice, do not show relatively high price 
elasticities and differences in these do not appear to ex- 
plain the observed differences in the rates of growth 
between the states. The inter-district variations in the 
coefficients of elasticity are quite large and in a signifi- 
cant number of districts the elasticities are also nega- 
tive. We summarise below the data presented by Cum- 
mings in respect of short-run elasticity (See chart below). 
The percentage of districts with negative responses 
is far higher in respect of rice. Even in respect of wheat 
many districts in an important wheat growing state 
like Rajasthan show negative responses. Even in the 
Punjab in which many districts show positive responses, 
price elasticity of supply is low in a significant numiber 
of districts. In Andhra Pradesh the two districts with 
negative supply responses are those with low average 
size of holdings. In Maharashtra the districts with nega- 
tive price responses include those with a predominant 
tribal population like Bhandara. This might suggest that 
districts with small fanners and tribal population 

Number of Districts with 
Positive and Negative Short-nm Elasticities o'f Supply 

. __ 

State Number of 

Observations Negative Positive 



Rice : 

Andhra Pradesh 9 27 

Assam 6 42 

Gujarat 4 2 2 

Kerala 4 22 

Maharashtra 541 

Mysore 5 3 2 

Punjab 4 1 3 
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(1) (2) (3) (4) 



Tamilnadu 
West Bengal 


6 
13 


1 

7 


5 

6 



56 26 30 



Wheat : 

Gujarat 4 04 

Maharashtra 3 30 

Mysore 3 12 

Punjab 13 2 11 

Rajasthan 11 7 4 



34 13 21 



Note : Districts with zero elasticity of supply are in- 
cluded under negative. 
Punjab includes Haryana. 

show negative supply responses. But this is not so, 
Districts with negative supply responses include those 
like Thana, highly urbanised ; like Mandya in Mysore, 
highly monetised. These suggest that the variations in 
market responsiveness are influenced by a number of 
complex factors which could be unravelled only by an 
in-depth study of socio-economic factors, and the 
methods of derivation of coefficients need closer scru- 
tiny. But what is striking is the low supply responses 
for foodgrains in many districts. 

4.2. Inter-District Variations in Supply Responses : A 
Study of Punjab : 

For the state of Punjab the Directorate of Econo- 
mics and Statistics, Ministry of Food, Agriculture, Com- 
munity Development and Cooperation (1967) presents a 
good account of regional differences. It is possible to 
relate the inter-district variations in supply responses to 
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data on regional differences and identify the factors 
that explain the variations in supply responses. For this 
purpose we use the method of rank correlations. 

Variables on regional levels of development for 
which the data are available district-wise are related 
to supply responses and rank correlations computed. All 
show low correlations and the signs are not the expect- 
ed ones in some cases. Level of use of modern inputs 
surprisingly shows a negative correlation with price 
responsiveness. Even density of road mileage shows a 
negative correlation. Percentage of non-agricultural 
workers in the rural population which is taken as a 
proxy for monetisation shows almost zero correlation, 
and level of irrigation a very low correlation. The only 
coefficient which is of some significance is the extent 
of land per head of rural population. Where the rural 
density is low, supply response appears to be high. But 
even this relationship is not statistically significant. 

The results presented above are quite odd and un- 
expected. May be the estimated elasticities need closer 
scrutiny. It is also possible that there are other factors 
which could not be examined. 

4.3. Response of Yield to Prices and Aggregate Elasti- 
city of Supply : 

There are practically no studies on yield response 
to prices. In view of the limited possibilities of increase 
in produce through increase in area, yield response 
studies are much more important than acreage res- 
ponse studies. Commenting on evidence from Philip- 
pines, Ruttan and others note (1966) : 54 

While prices of rice and corn in the Philippines 
have apparently been fairly efficient in their re- 
source allocation function, there is little evidence 
to indicate that price changes are an efficient device 
for influencing aggregate agricultural output. In 
spite of microeconomic evidence that prices are an 
important incentive for the purchase of yield- 
increasing technical inputs such as fertiliser, insec- 
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ticides and herbicides, no measurable yield res- 
ponse to price was obtained. Thus, while a 10 per- 
cent rise in the price of rice will result in at least 
a 5 per cent rise in the supply of rice most of the 
increase in crop-output is a result of shifting of 
land from other crops to rice or bringing of new 
land into production. This implies we should be less 
optimistic about the role of prices as a development 
tool at least for the present, than would be the case 
if the price changes induced yield responses in 
addition to area shifts. 

Professor Dantwala distinguishes 55 between (a) 
shifts in land and other resources in response to changes 
in inter-crop price relationship and (b) an overall in- 
crease in agricultural production through the input of 
additional resources. The price factor m'ay appear quite 
effective with regard to the first, though even here its 
influence is limited by severe agro-economic constraints, 
relative profitability independent of the price move- 
ments, weak resource base of the farmer and limited 
access to capital market which does not permit him to 
take advantage of price changes, adverse tenure posi- 
tion, etc. Its effectiveness is considerably reduced when 
a sinmltaneaus increase in the production of almost all 
agricultural crops is desired. 

Raj Krishna 56 in his review of price policy finds 
that there is no empirical evidence on aggregate price 
elasticity of supply. Mellor expresses similar ideas on 
aggregate price elasticity. 57 

We are greatly in need of careful studies of aggre- 
gate supply response for the agricultural sector 
which can give us a more accurate idea as to the 
extent to which price changes <Jo in fact affect 
aggregate agricultural production. Until we have 
such studies, I offer the speculation that the aggre- 
gate supply response to price is even lower in a 
low income traditional agriculture than in a high 
income modern agriculture. 
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4.4. Conclusions on Price Elasticity of Marketed Sur- 
plus and Price Elasticity of Supply : 

We are led to a study of price elasticity of supply 
from a study of marketed surplus since we found that 
the level of price elasticity of marketed surplus depends 
to a very large degree on the price elasticity of supply. 
We notice that there is a high degree of variability in 
the price elasticity of supply between various districts 
and in a significant number of them price elasticity is 
negative. Our judgement is that the price elasticity of 
supply of foodgrains (overall) is between 0.1 and 0.2. 
Aggregate price elasticity is not known but could be 
much lower. Under these conditions ' while considera- 
tions of price are no doubt important in ensuing that 
there are no disincentives to growth in agricultural 
production, questions of price vis-ai-vis non-price in- 
centives become crucial from the viewpoint of overall 
growth and equity. 



V. EFFECTS OF TERMS OF TRADE ON 
OVERALL ECONOMY 



5.1. Effect on Industry : The Case of Cotton Textiles ; 

We saw earlier that the period since 1965-66 Is 
marked by a rapid rate of rise in foodgrain prices and 
also a shift in domestic terms of trade in favour of 
foodgrains. It would be interesting to know how this 
period is distinct in respect of other aspects of the 
economy. The direct impact of a rise in the prices of 
foodgrains is on the coiasumer price index. The working 
class in the organised sector cannot be expected to take 
it lying. This sets up a demand for rise in money wages, 
We present four series for the period 1951 to 1974, with 
reference to cotton textile industry, Bombay, These are 
money wages for twenty-six working days, index of 
money wages, index of textile prices, wholesale and 
index number of consumer prices (General) in Bombay. 
It may be noticed that between 1966 and 1974 money 
wages almost doubled and kept pace with the rate of 
rise in the index number of consumer prices. But the 
index of textile prices (wholesale) did not keep pace with 
the rate of rise in money wages suggesting that profits 
in the textile industry tended to decline, 

5.2. Effects on Aggregate Domestic Savings : 

The data relating to net domestic saving and net 
investment also show that the period 1965-66 was mark- 
ed by lower level of saving as compared to the imme- 
diately preceding period, 58 Undoubtedly lower rate of 
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growth of agricultural production had its effect via 
lower rate of growth of national income on domestic 
saving. The extent to which shift in terms of trade in 
favour of agriculture and the consequent shift in in- 
comes from the industrial entrepreneur and fixed in- 
come class to the big farmer class need to be investi- 
gated. If the marginal propensity to save of the big 
farmer class is assumed to be less than that of the 
industrial entrepreneur class, shift in terms of trade in 
favour agriculturalist could result in reduced rate of 
domestic saving. 

5.3. Terms of Trade and Money Supply : 

The period since 1965-66 is also marked by enhanc- 
ed rate of growth of money supply. Money supply 
doubled within a period of nine years between 1965-66 
and 1972-73. Goods and services in real terms increased 
hardly by one-third of the level in 1965-66. A rise in 
foodgrain prices by pushing up the consumer price 
index would result in demand for more wages within 
the organised sector. It was seen earlier that the majo- 
rity within the organised sector are employed in the 
public sector, and their number has been growing. 
Governments cannot easily resist the demand for pro- 
tection of the real income of the working class, parti- 
cularly when it is no more than at subsistence levels. 
This adds to deficit financing and increased rate of 
growth of money supply. The non-plan expenditure 
during this period has increased at a much faster rate. 
There is a suggestion of relationship between rising 
foodgrain prices, non-plan expenditure and growth in 
money supply with snowballing inflationary effects. 

5.4. Terms of Trade and Capital Intensity within the 
Industrial Sector : 

The rise in the cost of wage good to the industrial- 
ist might induce a shift in techniques which promoted 
substitution of capital for labour. An examination of 
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data on productive capital, emiploymenl and output 
provided by the Central Statistical Organisation shows 
that since the middle sixties there has been a rise in 
the capital-labour ratio in the industrial sector. It may 
be that other factors are also in operation during the 
period. 

But the inverse relationship between the rising 
phase of the terms of trade and the falling phase of 
domestic saving is striking. The period 1952-53 to 1955- 
56 was marked by fall in the terms of trade of food- 
grains. It was marked by a rise in domestic rate of 
saving. The period 1956-57 to 1958-59 was marked by 
rise in the terms of trade of foodgrains and fall in 
domestic rate of saving. The next period, 1959-60 to 
1964-65, was marked by fall in the domestic terms of 
trade and a rise in the rate of domestic saving. The 
three year period 1965-66 to 1967-68 was marked by 
rise in the domestic terms of trade and a fall in domestic 
rate of saving. The subsequent period 1968-69 to 1971- 
72 was marked by fall in domestic terms of trade and 
rise in the rate of saving. The subsequent period shows 
a rise in terms of trade and a fall in domestic rate of 
saving. 

The strong association of the period marked by 
adverse terms of trade for manufacture with lower 
levels of domestic saving, enhanced growth of money 
supply, higher rate of inflation, and higher capital- 
labour ratio in the industrial sector cannot be ignored 
though a cause and effect relationship cannot be affirm- 
ed. Price policy will have to reckon with these difficult 
questions that concern the overall economy, and all 
other policies that have a bearing on foodgrain prices 
could be meaningfully evaluated only if these genuine 
concerns of the policy maker are appreciated. 



VI. CHOICE OF THE MARKETING SYSTEM : 
POLICY DILEMMAS 

In the Indian situation the concern has been main- 
ly with the rise in foodgrain prices and the policy 
debate has centred around questions relating to meas- 
ures to contain the rise in prices, though fluctuations 
in terms of trade have been equally important. The 
major dilemmas in relation to marketing system have 
been the following : 

(a) Procurement for purposes of public distribution 
versus open market purchases by the state. 

(b) Restrictions on the movement of foodgrain trade 
versus free trade. 

(c) Private trade with minimum degree of social 
control versus socialisation of foodgrain trade. 

6.1. Procurement versus Open Market Purchases : 

Procurement is at a price lower than market price 
and it is compulsory. Therefore it creates disincentives 
to production and results in shift in acreage from food- 
grains to commercial crops, aggravating the long-run 
problem of supplies. This point has been brought out 
quite sharply by Khusro. 59 But open market purchases 
by the state during a period of scarcity for purposes of 
public distribution has the effect of pushing up the 
prices. State subsidies to the low income people will 
have to be stepped up enormously and this will be an 
intolerable burden on the finances of the state. Dant- 
wala rejects procurement by open market purchases. 60 
It is often suggested that the Government should 
purchase foodgrains, if it must, through the Food 
Corporation at competitive market prices. But to 

59 
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anyone with a little acquaintance with market psy- 
chology it should be obvious that such action would 
instantaneously push up prices in the open raar!:et. 
It has been found that at the very appearance of 
the agents of the Food Corporation as buyers in 
the market, prices go up, compelling the Corpora- 
tion to bid at higher and higher prices or go with- 
out purchase. This happens because the market 
knows that the Government, unlike the ordinary 
trader, has definite commitments to supply food- 
grains for its system of public distribution and 
comes to the market in the given period only to 
buy and not to sell. 

6.2. Restrictions on Movement versus Free Trade ; 

The question of restrictions on the movement of 
foodgrain poses similar dilemmas. The arguments in 
favour of restrictions are stated quite forcibly by the 
Agricultural Prices Commission in its Report on Mini- 
mum Producers 1 Prices for Kharif Cereals for the 1965- 
66 Season. 61 

The logic of the removal of movement restrictions, 
stated as a general proposition, appears attractive, 
However, in the present context of scarcity one can- 
not be too sure that the market mechanism and 
private/ trade would function in such a way that 
transfers take place at no more than the economic 
costs. The magnitude of the supply gap, the highly 
inelastic nature of demand for food, the fear of 
starvation all add up to a situation for speculative 
exploitation of consumers. It is also doubtful whe- 
ther stocks required for regulating price move- 
ments can be acquired by imposing a uniform levy 
throughout the country in the absence of restric- 
tions on private trade in the sphere of inter-state 
movement 

Commenting further on free trade versus single 
state zones, the Commission comments : 

The pertinent point of enquiry should therefore be 
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whether the inter-state distribution would be econo- 
mically more efficient and socially more acceptable 
if left to private trade operating with the signals 
of prices and profits or when managed by central 
authority acting under a mutually accepted plan. 
The Commission compared the differences in per 
capita availability of foodgrains in different states in 
1965, a year in which there was inter-state control, 
with 1961-63, a period in which there was free move- 
ment on private trade account for wheat and other 
cereals throughout the country and for rice within the 
bigger zones. The coefficient of variation of foodgrains 
was found to be 15 per cent in 1965 as compared to 17 
per cent in 1961-63. As regards price differential bet- 
ween surplus and deficit states, the evidence as was 
available, indicated that the differences in the open 
market prices in the surplus and deficit states tended 
to widen though the extent of widening was not the 
same in different regions. But it was, however, felt that 
the differences could be reduced by aggressive purcha- 
ses in the surplus states. 

The case against restrictions was put forward 
effectively by Raj Krishna who represented the mino- 
rity opinion in the Commission. Raj Krishna was equal- 
ly committed to a large and steadily growing prog- 
ramme of public distribution and for this purpose he 
pleaded for a uniform 1 levy on marketable surplus in 
all states without restrictions on movement of grain. 
In his opinion the system must not be loaded with 
additional routine task of transferring all surpluses to 
all deficit states. The food administration must conserve 
its resources for the essential governmental task of 
affording price relief and stabilisation instead of wasting 
them on a mere transfer operation. Commenting on 
appropriate timing for removal of restrictions he 
argued : 

The removal of movement restrictions need not be 
timed up with supply position at all. For, whether 
the supply situation is easy or difficult, movement 
restrictions only make it worse. Therefore, waiting 
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for a comfortable supply position to remove move- 
ment restrictions can only be interpreted as a bad 
excuse for keeping them in force indefinitely. The 
excuse has no logical basis, for when there is a 
shortage, movement restrictions not only do not 
alleviate it but aggravate it for the consumers of 
the deficit states. The belief that movement re- 
strictions improve a scarcity situation has no foun- 
dation whatever. The fear of an overall price in- 
crease following the removal of restrictions must 
be heavily discounted. 

He also pointed out the long-term adverse effects 
of movement restrictions by way of loss of advantage 
of geographical specialisation derived from the avail- 
ability of large all-India markets to the producers of 
particular crops in areas of comparative advantage- Re- 
gions specialising in commercial crops shift to food- 
grains. Food surplus states may decide not to increase 
the growth of foodgrain production. 

A number of other academics trained in neo-clas- 
sical economics play the same tune. Criticising the 
Government policy with particular reference to procure- 
ment and restrictions, Khusro wrote 62 that the theory 
of price control informs us that tinder these circum- 
stances one of the three things, or a combination of 
them! would happen : 

11 (a) Sellers (fanners) would increase their self- 
consumption of grains. 

(b) Sellers, i.e., farmers in the primary markets 
and traders in the secondary and tertiary markets, 
would attempt to by-pass controls and sell in un- 
controlled or black markets. 

(c) If farmers could do neither of the above, or 
having done some of either one or both, they would 
submit to controls, but if they did, the effect on 
production might be adverse unless other steps 
were taken." 

He added : 

; No scheme of price control is worth the name 
which does not have a built-in objective of quant- 
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tity control (rationing) in the short-run and of in- 
creasing production in the long-run. To be effec- 
tive on the demand side price control has to be 
combined with rationing ; to be effective on the sup- 
ply side it must be combined with incentives to 
producers. 

While Khusro argued against procurement at com- 
pulsory prices and restrictions on movement based on 
neo-classical economics, the arguments of Uma Lele and 
Cummings are based on empirical findings of the Indian 
grain trade. Uma Lele's study 63 covered weekly price 
movements over the period 1955-56 to 1964-65 and ana- 
lyses intramarket and intermarket price of the three 
major cereals. The findings of her study were : , 

"(1) The number of intermediaries seems much 
too large to permit monopolistic practices in trade, 

(2) The study of market integration suggests that 
a reasonably well organised and competitive system 
of private trade exists in India. 

(3) Market inefficiencies are not' due to the absence 
of competitipn among traders but due to imperfec- 
tions in mobility and information gaps. 

(4) While there are substantial year to year varia- 
tions in seasonal price patterns, seasonal price 
differences did not always cover the estimated 
storage costs, and the assumption that the traders 
make excessive profits does not seem justified. 

(5) Movement restrictions, zones, levy, ceiling 
prices, stocking restrictions, etc., were not part of 
a carefully thought out policy to prevent instabi- 
lity, but were more a reaction to a series of un- 
expected crises. Such interference accentuated the 
instability by leading to a great deal of uncer- 
tainty in private trading operations." 

The arguments of Ralph Cummings 64 are based on 
similar findings. In brief the essence of the argument is, 
private trade is efficient in achieving integration of prices 
in space and over time and is competitive, and why choke 
it with 'Stupid restrictions? This type of argument fails 
to recognise (a) the social cost in terms of suffering of 
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the weakest, and (b) the financial burden on the state 
if it were to allow free trade during a period of scarcity 
and seek to avoid the social cost by consumer subsidy, 
(c) the role of epicenters of price rise in giving a push 
to prices in other markets and the impact on the overall 
cost structure. Policy inferences are drawn without con- 
sidering these, and therefore become less acceptable. 
The fnore solid argument is a negative one that govern- 
ment is bound to fail in implementation of policies and 
therefore the policies should be given up. 

6.3. Conflicts between Surplus and Deficit States : 

Still another argument against restrictions is based 
on the supposed conflict between surplus and deficit 
states. Surplus states understate their surpluses and 
deficit states overstate their deficits. As a consequence, 
the attempts of the government to achieve equitable 
distribution between states with restrictions on inter- 
state movement of trade on private account would end 
in failure. This issue was discussed by the Foodgrain 
Policy Committee, 1966- It commented : 

Some of those who gave us their views asked us to 
rememiber the political realities of the country and 
frame our recommendations in full recognition of 
those realities. Surplus and deficit states, we have 
been told, are often at cross purposes and the cen- 
tre is not always in a position either to get the sur- 
plus states to supply more or the deficit states to 
procure more from their own resources. Commit- 
ments meanwhile increase and there is a tendency 
to regard them as wholly the responsibility of the 
centre. But at a certain point the centre is left with- 
out means of meeting those commitments, In the 
past it has relied on imports. In future it will be 
left without this alternative. It is therefore asked 
whether it would hot be better to cut down the 
government's commitment 7 to the minimum and let 
the trade do what it can to mfeet the situation, al- 
though it is 'not likely to ensure either reasonable 
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prices or equitable distribution. The suggestion 
amounts to this : that policy should be given up be- 
cause there is a lack of common purpose among 
states and lack of discipline everywhere. We do not 
wish to minimise these difficulties but we do wish 
to point out that no reasonable policy can succeed 
without the sharing of a common purpose by the 
country as a whole. 

Government's policy in relation to restrictions on 
movement of trade on private account was, however, not 
rigid. It varied with supply position. In years when 
supply position improved there was a shift from single 
state zones to larger zones and even abolition of zones 
in respect of some types of foodgrains. The only crucial 
element of policy was the effort of the government to 
acquire command over the requisite supply for gaining 
a position of strength in the foodgrains market, and 
this, in the light of the painful dilemmas of marketed 
surplus, should be considered sound in theory. 

6.4. Social Control versus Socialisation of Foodgrain 
Trade : 

The debate over social control versus socialisation 
of foodgrain trade has a long history; nor is this de- 
bate restricted to foodgrain trade, though the issue is 
much more complicated in relation to foodgrain than 
in relation to banks. The Foodgrains Enquiry Commit- 
tee, 1957, e5 discussed this issue. It rejected unfettered 
private trade as well as full control and complete ra- 
tioning of the kind that India had before 1953. It pinned 
its faith in social control of the wholesale trader 
through a system of licensing and buffer stocks to en- 
able the government to discipline the market when it 
goes against social interests. Even the more radical 
Foodgrain Policy Committee 66 did not plead for com- 
plete socialisation of wholesale trade. It did not favour 
either comprehensive rationing or socialisation of 
wholesale trade. Its main emphasis was on National 
Food Budget and Buffer Stocks. The government should 

(5) 
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take the responsibility for inter-state trade movement 
and for public distribution to meet the needs of vulner- 
able sections. Stocks need to be acquired to meet this 
limited purpose. The Food Policy that took shape since 
1967-68 could be traced to the recommendations of this 
Committee. 67 The major instruments of the New Food 
Policy since 1967-68 were: 

(a) building up a buffer stock of 5 million tonnes 
by 1974 ; 

(b) continuance of the public distribution system ; 

(c) acquisition by the public sector of a sizable 
percentage of marketable surplus of foodgrains 
with a view to meeting the commitments under the 
public distribution system and maintenance of the 
buffer stock at the desired level. 

There was no ideological commitment for even par- 
tial socialisation of trade. Government was not wedded 
indefinitely to the policy of zonal and other restrictions 
which must be regarded as purely a temporary device 
to subserve larger food policy objectives and therefore 
relaxed as and when the situation demanded. It was the 
deterioration in food situation since 1972, the rapid de- 
pletion of buffer stock of 9 million tons, which dwindled 
to about 3 million tons, the high cost of commercial im- 
ports of foodgrains and dwindling foreign exchange re- 
serves that resulted in panicky shifts in foodgrain 
policy from takeover of wheat trade in 1973 to hasty 
retreat to free trade. The dilemnuas of marketable sur- 
plus were never faced so sharply as in the critical 
period of 1974. 63 It was hoped that the rise in procure- 
ment price of wheat from Rs. 76/- to Rs. 105/- per 
quintal and the reversal to private trade would enable 
the government to procure the required quantity. There 
was to be a 50 per cent levy on traders' purchases and 
the trader was free to sell the non-levy quantity with- 
out any ceiling on the price. But major reliance on the 
wholesale trader to obtain the stocks proved to be a fol- 
ly. The government could not obtain the promised 5-6 
million tonnes from the traders. Meanwhile open market 
prices in the deficit states began to shoot up. Under the 
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impact of rising wheat prices in the deficit states the 
government decided to impose a ceiling on open market 
prices. The ceiling was fixed at Rs. 150/- when the open 
market prices were ruling at around Rs. 230/- per quintal 
in deficit districts. The fixation of a ceiling on the open 
market prices meant that the trader could no longer 
openly make abnormal profits from' sales in the open 
market after covering his losses on the levy price. The 
farmer also withheld his stocks in anticipation of still 
higher prices. At the other end the public distribution 
system was being starved of the flows of foodgrains. 
Fair price shops had to be closed. Rise in the issue 
price of fair price shops did not help to reduce the off- 
take from this, since the open market prices stood quite 
high and rose at a much more rapid rate. Panicky 
governments 'resorted to dehoarding drives, but with- 
out much success. Hard options could not be chosen, 
given the political base of the governments. But soft 
options, imports, were not without cost to the economy. 

6.5. Dilemmas of Marketed Surplus and the Lessons of 
1974: 

If nationalisation of wholesale trade was ill-timed 
and premature, reliance on the wholesale trader for serv- 
ing the public distribution system! was equally a folly. 
As long as the supply for and demand of foodgrains 
are in precarious balance, a steadily growing system of 
public distribution needs to be maintained, and for this 
purpose procurement becomes essential. The system of 
procurement as it is now operated in several states with 
traders' levies do not provide an opportunity for the 
public agencies to integrate it with credit and develop- 
ment programmes. The Agricultural Prices Commission 
has been pleading that the levy must be on the farmers, 
it must be graded and .it must be both in deficit and 
surplus states. It has also been pleading for the exten- 
sion of fair price shops to benefit the labour class with- 
in agriculture, and also the rural artisan class. 69 L S. 
Gulati and T. N. Krishnan recently put forward a pro- 
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posal 70 of public distribution which provides for a com- 
prehensive coverage of not only the bulk of urban 
population but all the non-cultivating rural population. 
As per their estimate the population covered will 
amount to 298 millions, forming about 51 per cent of 
the total population in 1973, and those covered under 
the public distribution system should get at least 280 
grammes per capita per day as the minimum amount 
of cereals from the public distribution system. As per 
their estimate the annual per capita average quantity 
to be distributed would amount to 100.8 kgs. and the 
corresponding total quantity required for public dis- 
tribution would amount to 30.1 million tonnes per 
annum. Making allowances for kind payments of an 
estimated amount of 5 million tonnes to labour, they 
estimate the quantity of cereals to be procured for 
purposes of public distribution at 25 million tonnes. 
This formed mo-re than 60 per cent of the marketable 
surplus of the farm sector. Even a more conservative 
estimate of the requirements of public distribution by 
the National Commission on Agriculture puts it at 12 
million tonnes. The National Commission's estimate Is 
based on a per capita distribution of 124 kgs. per 
annum for cities and towns, industrial towns, drought 
prone areas, flood affected areas and covers a popula- 
tion of 136 millions. Vyas and Bandyopadhyay 71 would 
favour the centre to take the responsibility for inter- 
state trade or the state level public agencies while 
private trade should be allowed to- function for distri- 
bution of grains within the state. Their estimate of the 
total quantity of deficit of foodgrains in the deficit 
states amounts to 18.4 million tonnes in 1975. This 
would be the quantum] of net transfers needed to meet 
the commitments of public distribution in the deficit 
states. Even the lowest of these figures, 12 mil- 
lion tonnes of the National Commission of Agri- 
culture, would mean a significant share to the state 
in the marketed surplus. State trading should be 
used as an effective instrument not only for purposes of 
stabilisation of prices but also to develop an effective 
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credit and marketing system in the rural area. 

6.6. The Dilemmas of Marketed Surplus and The Debate 
on Neglect of Agriculture : 

The dilemmas of marketed surplus led to the revi- 
val of the debate on neglect of agriculture. Past rates of 
growth and comparison with other developing econo- 
mies are made to suggest that the rates of growth of 
Indian agriculture have not been as unsatisfactory as 
they are made out to be. Agricultural growth is always 
marked by fluctuations in production due to weather 
conditions and policies should be geared to meet them 
effectively. Blyn's pioneering study 72 of agricultural 
trends in India for pre-independent India is cited to 
show the comparatively better performance of rates of 
growth of agriculture in the post-independent India. 
Blyn's study shows that foodgrain output increased at 
an average rate of only 0.11 per year for the period 
1891-1947. The latter half showed much poorer per- 
formance, only 0.03 per cent as compared to 0.61 per cent 
per annum in the first half. K. N. Raj 73 compared the 
rate of growth of foodgrain production in India between 
1952-53 and 1961-62 with Japan in the early stage of 
development. In Japan, gross agricultural output in- 
creased by only about 120 per cent between 1878 and 
1912, i.e., at a compound rate of less than 2.50 per cent 
per annum. The growth rate was even lower in the 
following three decades and production rose therefore 
only by 40 per cent between 1908-1912 and 1933-37. 
Even in China such evidence as is available suggests 
that the rate of growth of agricultural production since 
1952 has not been very much higher than in India. He 
concluded that the rate of growth in production though 
not adequate in the context of rapidly rising population 
and money incomes, does not compare unfavourably 
with world averages or the averages for Southeast Asia, 
But the subsequent period witnessed bigger gaps 
between the rate of growth of demand and of supply 
despite the so-called Green Revolution. Higher rates of 
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growth are no doubt required to improve the lot of the 
poor, as well as to correct the emerging imbalances 
within agricultural sector. 

The other aspect of the debate relates to the per- 
centage share allocated to agriculture in the total public 
sector outlay. The argument is that agriculture has been 
allotted a low share of planned investment and the 
plan shows an industrial and urban bias. Professor 
Dantwala 74 who examines this charge critically notes : 
To hold that priority attached to agriculture should 
be judged by the share-or even the quantum-of 
planned investment in agriculture, is to completely 
ignore the forward and backward linkages of agri- 
culture with other sectors. What is, therefore, rele- 
vant Is investment for-and not in-agriculture, 
which would include some non-agricultural or 
industrial investment. If the planning authority and 
its economic advisers and critics could have fore- 
seen the coming of the Green Revolution as ob- 
viously none of us didmassive investments hi 
fertilisers should have been planned in the Second, 
if not in the First Five-Year Plan. 
Dr. Raj Krishna, 75 in an unpublished paper on 
"Project Design and National Policy" gives expression 
to similar comments on this issue : 

What is usually identifiable as "agricultural" ex- 
penditure is likely to be an underestimate of rural 
development expenditure, for large amounts under 
non-agricultural headings clearly benefit agricul- 
ture or the rural population. For instance, invest- 
ment in the production of fertilizer, pesticides and 
farm equipment may be classified under "industry ; n 
a part of the irrigation investment is mixed up 
with investment in "power." 

Wolf Ladejinsky 76 sums up the relevant Issues 
relating to the share of agriculture in the public sector 
allocations. In order to determine the true priority of a 
sector within a Plan, at least three other factors must 
be given due weight : (a) their relationship to other 
sectors of a Plan ; (b) their relation to many other f ac- 
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tors outside a Plan prerogative, which can significantly 
affect the success or failure of agricultural develop- 
ment ; and (c) successful implementation of the Plan 
allocations. The argument about percentage shares is 
limited and much less useful. 

The other issue of the debate relates not to the 
limited issue of share of allotment to agriculture in the 
public sector outlays, but the broader question of inter- 
sectoral transfer of resources. It may be argued that 
agriculture has fared badly because it has been drained 
of its resources as a consequence of public policies 
favouring rapid industrialisation. Mellor 77 pieces toge- 
ther a number of parts which suggest that there were 
net resource flows into the agricultural sector during 
the first three Five-Year Plans (1950-1965). He cites 
evidence from Ved Gandhi to show that the fiscal 
policies of the government resulted in net transfer of 
resources into agriculture. Relative prices also favoured 
shift of resources into agriculture. Net flow of resources 
on private account in India has also been to the agri- 
cultural sector. Mellor concluded, "We find that in the 
case of India all the three mechanisms government 
account, price relationships, and private account have 
transferred resources to the agricultural sector." Mel- 
lor's observations are based on the data of the period 
up to 1964-65. Since 1964-65 there have been attempts 
to raise more resources from the agricultural sector, 
but without much success. Professor Minhas, 78 a former 
member of the Planning Commission, lists several 
areas in which the government did not recover its in- 
vestment either in irrigation or power. The public 
sector would have invested about Rs. 2,700 crores in 
major and medium irrigation projects by the end of 
1972-73. Far from getting satisfactory returns, the 
State Governments are incurring huge losses on this 
investment. In fact, the losses on commercial irrigation, 
inclusive of the multi-purpose river valley projects, 
have been increasing progressively from year to year. 
The magnitude of these losses in 1971-72 was nearly 
Rs. 150 crores, as against approximately Rs. 80 crores in 
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1968-69. Leaving apart the interest liability, which is 
estimated to be around Rs, 130 crores per year at pre- 
sent and cannot be forgotten, the total receipts from 
commercial irrigation are not sufficient even for meet- 
ing the working expenses. In minor irrigation works, 
the States incurred a loss of nearly Rs. 42 crores. The 
situation in the power is equally bad. In a number of 
centrally sponsored schemes for crops such as cotton, 
jute and oil seeds, the quantum of subsidisation of in- 
puts is about Rs. 7 crores per year. The extent of inte- 
rest subsidy in the lending programme of the Reserve 
Bank of India works out to an average annual level of 
approximately Rs. 10.5 crores. The state had not been 
able to charge prices adequate to meet the cost en in- 
vestment. The recommendations of the Raj Committee 
on Taxation in Agriculture are yet to be implemented. 
Since .1965-66 price relationships have moved much 
more in favour of agriculture. The only factor that has 
been working in favour of shift from the agricultural 
sector during the latter period is the increasing volume 
of procurement at less than market prices, and this is 
in the nature of a tax. But the element of tax is not 
the entire difference between the open market price 
and the procurement price, but less than this, since in 
the absence of public policy open market price for the 
non-levy quantity could have been lower. The net 
transfers on private account, particularly on education 
of rural boys in urban areas, from agriculture to non- 
agriculture are growing and need to be quantified. 
Even considering all these factors, it could be that there 
had been a net transfer of resources into the agricul- 
tural sector even in the period subsequent to 1964-65. 
Thus, the results of the preceding review, viz., net 
transfer of resources into the agricultural sector, 'poses 
a dilemma. The precarious balance between supply and 
demand calls for greater investments within agriculture, 
particularly in three critical areas, nam'ely irrigation, 
power and fertilisers. This will certainly "mean much 
greater net diversion of resources from non-agricultural 
to agricultural sector, which might affect even further 
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progress of agriculture as agriculture loses the 
stimulus that a growing non-agricultural sector 
gives. The difficulties of recovery of the costs 
of investments from agricultural sector by charg- 
ing a price which meets the cost are well known, 
and these sharpen the nature of dilemmas. This 
will mean that there is not only a net transfer of resour- 
ces to the agricultural sector, and within the agricul- 
tural sector the transfer is to people who have more 
land, adding to the problems of distribution of incomes. 
It is because of these dilemmas that socialist economies 
had to devise institutional structures which simulta- 
neously solve the problems of investment in agriculture, 
distribution of incomes and marketed surplus. Mixed 
economies which seek rapid growth will have to devise 
institutional structures which reduce the supply price 
of labour of investments within agriculture, market 
dependence and thereby pressures on public distribution 
system, and of problems relating to distribution of in- 
come within agriculture. Uni-modal strategies and rural 
industrialisation have as much relevance to the prob- 
lems of marketed surplus as to the problem's of agricul- 
tural growth. But such strategies could yield results 
only with non-capitalist integration with non-agricul- 
tural sector. 



SUMMARY AND CONCLUSIONS 



A review of case studies conducted in different 
parts of the country and for different types of food- 
grains suggests that the concentration in control over 
marketed surplus is much more than the control over 
land- (a) There appears to be a shift in control over 
marketed surplus and (b) the share of the small culti- 
vator in marketed surplus appears to decline, (c) Spa- 
tial distribution of marketed surplus shows that a very 
few districts account for the bulk of marketed surplus. 
(d) The recent changes within agriculture, if at all, 
have accentuated the inequalities in control over mar- 
keted surplus. Along with growing concentration in 
control over marketed surplus there is also a growing 
market dependence on foodgrains. The latter is due to 
changes within agrarian structure. There has been a 
shift from kind to cash wages. As a consequence, agri- 
cultural labourers depend upon the market, The tenants 
who are deprived of their land and pushed into the 
ranks of agricultural labour also depend upon the mar- 
ket for supply of foodgrains. The nature of develop- 
ment in agriculture results in serious dilemxn'as. With 
growing market dependence even within the agricul- 
tural sector, the need for protection of the real income 
of the low-income consumer, as well as containing cost 
rise within agriculture through stabilisation of food- 
grain prices becomes important. But with growing con- 
centration o>f control over marketed surplus prices be- 
come much more relevant in inducing more marketed 
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surplus as well as larger production. Since the response 
of marketed surplus as seen from cross-sectional studies 
to output is positive and shows more than unitary elasti- 
city varying between 1.04 and 1.60 and the supply res- 
ponse to prices is positive though low, between 0.1 and 
0.2 for foodgrains, lower prices for the purpose of pro- 
tecting the real income of the consumer may have the 
effect of reducing the marketed surplus via output 
effects. But higher prices may only shift resources away 
from non-foodgrains to foodgrains, creating imbalances 
in other sectors. Therefore non-price factors to aug- 
ment the production of foodgrains are much more im- 
portant. The growing concentration in control over 
marketed surplus has another implication. The negative 
price response hypothesis has less relevance because 
the share of the subsistence cultivator in the aggregate 
marketed surplus is less ; but rising prices may not in- 
duce more marketed surplus in the short run because 
expectations and liquidity might play a greater role. In 
the study of Pranab Bardhan and Kalpana Bardhan the 
coefficient of shift parameters in relation to the propor- 
tion of marketed surplus is found to be negative, though 
the movement of price ratios in favour of prices of 
foodgrains is found to induce positive responses. This 
has relevance to the choice of marketing systems. 

Upward phase of the terms of trade of foodgrains 
is found associated with downward phase of the domies- 
tic rate of saving and vice-versa, suggesting that the 
shift in incomes to the agricultural sector through 
favourable terms of trade results in decline in overall 
saving, The period since 1965-66 is marked by higher 
level of terms of trade for foodgrains and the period 
Is also marked by lower rate of domestic saving. The 
illustrative case of textiles shows that wholesale prices oi 
textiles rose at a slower rate than money wages paid b>' 
the industry and money wages moved in pace with the 
cost of living index, suggesting rising real cost to in- 
dustry. Money supply increased at a faster rate during 
this period. The rate of increase of money supply is 
faster than the rate of increase of plan expenditure. 
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Rising foodgrain prices inducing demands for protection 
of real wages result in budgetary deficits which are met 
by deficit financing. There is also a suggestion that capi- 
tal intensity in factory sector increases during the pe- 
riod when the cost of wage goods rises. Thus, a shift 
in terms of trade towards foodgrains may have adverse 
effects on the overall economy. The effects on aggregate 
agricultural production are uncertain though there 
might be some favourable effects on foodgrain supplies, 
and at the expense of non-foodgrains. 

A plea for private trade, social control without 
socialisation of trade, while emphasizing private effi- 
ciency ignores social cost (a) in terms of suffering of the 
low income consumer and (b) the adverse effects of 
fluctuating prices on the cost structure of agriculture 
and the overall economy. Interregional restrictions on 
movements and procurement are found to be logical 
adjuncts to a system of public distribution. Imports 
could solve these dilemmas but only at the expense of 
scarce foreign exchange. Building up buffers during a 
period when supply and demand are in precarious 
balance adds to difficulties. A stronger case for social- 
isation of trade is the ability it gives to link up state 
trading with credit programmes for development of 
agriculture and the opportunity for non-capitalist inte- 
gration of agriculture with non-agriculture. 

Long-run policy of increased investments in agri- 
culture needs to reckon with problems of increased 
transfer of resources from the non-agricultural sector. 
There is therefore need for policies within the agricul- 
tural sector which reduce the supply price of labour for 
investments in the agricultural sector and simul- 
taneously reduce the disintegration of small farms. Urn- 
modal strategies and rural industrialisation in mixed 
economies become alternatives to collectives in socialist 
economies. But these strategies would also require non- 
capitalist integration of agriculture with non-agricul- 
ture through at least partial socialisation of trade. 
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TABLE II 



Relative Prices of Foodgrains and Manufactures 



Indices of Indices of Foodgrain 
Year Wholesale Prices Wholesale Prices Prices -f- Prices of 
of Foodgrains of Manufactures Manufactures 






Base: 1952 53: 100 




1952-53 


100 


100 


100 


1953-54 


97 


100 


97 


1954-55 


76 


102 


75 


1955-56 


73 


100 


73 


1956-57 


93 


106 


88 


t 957-58 


97 


108 


90 


1958-59 


106 


108 


98 


1959-60 


102 


112 


91 


1960-61 


102 


124 


82 


1961-62 


100 


127 


79 


1962-63 


106 


129 


82 


1963-64 


116 


131 


89 


1964-65 


114 


137 


83 



Base: 1961-62: 100 



1965-66 


. 154 


118 


(146) 


105 


1966-67 


183 


128 


(162) 


113 


1967-68 


228 


131 


(166) 


137 


1968-69 


201 


134 


(170) 


118 


1969-70 


208 


144 


(182) 


114 


1970-71 


207 


155 


(197) 


105 


1971-72 
1972-73 


215 
248 


167 
177 


(212) 
(224) 


101 
111 


1973-74 ' 


296 


206 


\ """" / 

(261) 


113 


1974_75 


399 


254 


(323) 


124 



1. 



2. 



3. 



4. 



Figures in parentheses 
52-53: 100. 



represent indices with base 



For foodgrains, the indices do not change since the 
index in 61-62 with 52-53 base was also 100, 

Figures for 1949-50 to 1964^65 from Ashok K.Dar Op 
Cit., p. 12. 

Figures from 1965-66 .onwards from Economic Survey, 
Government of India, 1974-75 and other relevant issues. 
The figures are for average of weeks. 



TABLE III 

Net Production of Foodgrains, Imports, Population and 
Per Capita Availability 



Year 


Net Production 
(Million Tons) 


Net Imports 
(Million Tons) 


Population 
(in millions) 


Per Capita 
Availability 
(Grams/Day) 


1952-53 


54.1 


2.0 


375.6 


412.6 


1953-54 


63.2 


0.8 


382.4 


457.8 


1954-55 


61.9 


0.5 


389.7 


444.0 


1955-56 


60.7 


1.4 


397.3 


430.7 


1956-57 


63.4 


36 


405.4 


447.1 


1957-58 


58.3 


3.2 


414.0 


408.8 


1958-59 


69.0 


3.9 


423.0 


468.3 


1959-60 


67.4 


5.1 


432.5 


449.6 


1960-61 


72.0 


3.5 


442.4 


468.7 


1961-62 


72.V 


3.6 


452,2 


460,9 


1962-63 


70.3 


45 


462.0 


443.8 


1963-64 


70.6 


6.2 


472.1 


452,0 


1964-65 


78.2 


7.4 


482.5 


480.1 


1965-66 


63.3 


10.3 


493.2 


408.1 


1966-67 


65.0 


8.7 


504.1 


401.4 


1967-68 


83.2 


5.7 


515.4 


460.2 


1968-69 


82.3 


3.8 


5270 


445.1 


1969-70 


87.1 


3.5 


538.9 


455.0 


1970-71 


94.9 


2.0 


550.8 


469.0 


1971-72 


92.0 


0.5 


562.5 


467.4 


1972-73 


84.9 


3.6 


574.2 


424.5 


1973-74 


90.7 


4.8 


586.1 


448.5 


1974-75 


91.9 


5.0* 


597.9 


444.0 


1975-76 


99.8* 


5.0* 


609.3 


471.2 



*Esti mates 

Source : Bulletin on Food Statistics, Directorate of Economics 
and Statistics 
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TABLE IV 

National Income, Money Supply, Plan Expenditure 
1952-53 to 1974^75 



National Income 


Year 


At Constant 
Prices 


At Current 


Money 
Supply 


Plan 
Expendi- 




1948-49 


Prices 




ture 




(In 


Croresof Rs.) 






1952-53 


9,460 


9,820 


1,800 




1953-54 


10,030 


10,480 


1,800 




1954-55 


10,280 


9,610 


1,900 




1955-56 


10,480 


9,980 


2,200 




1956-57 


11,000 


11,310 


2,300 




1957-58 


10,890 


11,390 


2,400 




1958-59 


11,650 


12,600 


2,500 




1959-60 


11,860 


12,950 


2,700 




1960-61 


12,730 


14,140 








At 1960-61 Prices 








1960-61 


13,290 


13,290 


2,900 


,118 


1961-62 


13,760 


14,050 


3,000 


****' 

128 


1962-63 


14,050 


14,870 


3,300 


9 * ** v 

,386 


1963-64 


14,840 


17,090 


3,600 


jy ** v 

,714 


1964-65 


15,920 


20,060 


4,100 


,982 


1965-66 


15,020 


20,620 


4,500 


2,329 


1966-67 


15,240 


23,900 


4,900 


2,165 


1967-68 
1968-69 


16,660 
17,060 


28,370 
28,680 


5,300 
5,800 


2,085 

2 376 


1969-70 
1970-71 


17,960 
18,710 


31,170 
33,950 


6,400 
7,100 


**ym/ j V 

2,210 

2,523 


1971-72 


19,030 


35,760 


8,100 


3,130 


1972-73 
1973-74 


19,100 
19,724 


38,920 
49,290 


9,400 

N.A, 


3,973 
N.A. 


1974-75 


N.A. 


N.A. 


N.A. 


N.A. 



Source: Bulletin of Food Statistics, 1974, Government of 
India, New Delhi. 
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TABLE V 
Shares of Agriculture in National Income 

Year Constant Prices Current Prices 



1950-51 


49.0* 


51.3 


1955-56 


47.9* 


45.3 


1959-60 


45.9* 


48.1 


1949-52 


48.9*> 


50.4 


1959-62 


45.7*> 


47,7 


1965-66 


43 .O* 


48.2 


1970-71 


44.4o 


49.8 


1971-72 


42.9 


48.2 


1972-73 


40.1 


47.0 



a. From Anne Krueger, "Interrelationship between 
Industry and Agriculture in a Dual Economy," The Indian 
Economic Journal, Vol. X, July 1962, No. 1. 

b. Adapted from figures provided by M. L, Dantwala, 
"Agriculture in a Developing Economy 1 ' A. R. Desai (ed.) Rural 
Sociology in India, p. 831. Constant prices of 1948-49. 

c. From Indian Agriculture in Brief, Thirteenth Edition, 
Table 1.7. At 1960-61 prices. 
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TABLE 


VII 






Year-to-year Variability 


in Net Output 


of 


Foodgrains and Marketed Surplus 


Percentage Change in 




Percentage Change 


Marketed Surplus Over 


Year 


in Production Over 


the Preceding Year 




the Preceding year 


Estimate of 


Estimate of 


Bardhans Tamarajakshi 


1952-53 


+ 11.0 




+ 9.7 


1953-54 


+ 16.8 


+ 19.9 


+ 353 


1954-55 


- 2.0 


+ 6.9 


+ 12.3 


1955-56 


-- 1,9 


+ 4.2 


+ 12,4 


1956-57 


+ 4.4 


11.9 


_. 2.7 


1957-58 


- 8.0 


+ 4.6 


16,8 


1958-59 


+ 18.3 


+ 3.0 


+ 4.8 


1959-60 


_ 2.3 


+ 1.0 


+ 3.6 


1960-61 


+ 6.8 


+ 3.3 


1.4 


1961-62 


+ 0.1 


+ 5.2 


+ 15.2 


1962-63 


- - 2.5 


+ I.I 


5.6 


1963-64 


+ 0.4 


._. 4.7 


+ 3.6 


1964-65 


+ 10.8 


9.4 


9.9 


1965-66 


19.1 






1966-67 


+ 2.6 






1967-68 


+ 28.0 






1968-69 


1.1 






1969-70 


+ 5.8 






1970-71 


+ 9.0 


N.A, 




1971-72 


+ 3.1 






1972-73 


7.7 






1973-74 


+ 6.8 






1974-75 


+ 1.3 






1975-76 


+ 8.6 
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TABLE VIII 

Wages in Cotton Textile Industry - Bombay and 
Index Number of Wholesale Price of Textile 



Sg> O g grS-S gS* 

Y'fa 1- >ii*t *"""'' ** ?\ * f i i -^ s 3 D 

ICd.1 ^^ M Ji>. ft 5- ^CO 

gvo'^ "c " u > . . x-< c 75 

O - W f? I.H rS*a.y S^Qc! 



1951 


87 


64 


79 




1952 


93 


68 


78 


76 


1953 


93 


68 





80 


1954 


91 


67 


91 


81 


1955 


96 


71 


80 


78 


1956 


103 


76 


83 


78 


1957 


103 


76 


84 


82 


1958 


109 


80 


82 


88 


1959 


113 


83 


82 


94 


1960 


127 


93 


95 


94 


1961 


130 


96 


100 


97 


1962 


136 


100 


100 


100 


1963 


136 


100 


101 


100 


1964 


155 


114 


104 


109 


1965 


164 


123 


118 


117 


1966 


189 


139 


121 


135 


1967 


208 


153 


122 


149 


1968 


219 


161 


126 


157 


1969 


227 


167 


135 


163 


1970 


236 


174 


144 


169 


1971 


246 


181 


163 


177 


1972 


258 


190 


168 


187 


1973 


288 


212 


179 


211 


1974 


370 


272 


225 


259 



Source : Figures from Monthly Abstract of Statistics and Basic 
Statistics Relating to Indian Economy, 1950-51 to!966~67: 
Worked out with Base 1962:100. 
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TABLE IX 

Net Domestic Saving as Percentage of National Income, 
Terms of Trade and Per Capita Income 



Year 



o ^E 

ts r 8 

C W) crt '""^ 



58 



z 



8, 

* 



*- 



1952-53 


4.2 f 


100 


263 


1953-54 


5.4 




97 


274 


1954-55 


8.0 




75 


276 


1955-56 


9.7 


| 73 


283 


1956-57 


9.5 


T 88 


274 


1957-58 


7.0 




90 


288 


1958-59 


7.4 | 


98 


286 


1959-60 


8.5 t 


91 


301 


1960-61 


9.7 




82 


307 


1961-62 


9.3 




79 


310 


1962-63 


9.8 




82 


309 


1963-64 


12.0 




89 


320 


1964-65 


10.7 


| 83 


336 


1965-66 


10.8 


t 103 


310 


1966-67 


8.0 




113 


308 


1967-68 


8.0 j 


137 


329 


1968-69 


8.6 t 


118 


330 


1969-70 


8.7 




114 


339 


1970-71 


10.0 




105 


346 


1971-72 


11.6 


i 101 


344 


1972-73 


13.0 


till 


338 


1973-74 


10.0 




113 


N.A. 


1974-75 


N.A. | 


124 


N.A. 



Source: Data for 1952-53 to 1962-63 on domestic saving 
from Ujagar S. Bawa, "Agricultural Production and Industrial 
Capital Formation/' Cornell International Agricultural Develop- 
ment Bulletin, No. 17, p. 17. 

Data from 1963-64 to 1970-71 on domestic saving from 
V. V. Bhat, Two Decades of Development : The Indian Expert* 
went, Vora & Co., 1973, and from Economic Survey 1974-75. 

Per capita income figures for 1960-61 to 1972-73 from 
Bulletin on Food Statistics, 1974 and for earlier period computed 
with base shifted to 1960-61. 
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